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Abstract Numerous examples of online retailers that have internationalized
shortly after their foundation indicate that they internationalize faster than and
different from traditional brick-and-mortar retailers. This paper identifies and ana-
lyzes various influence factors on internationalization speed of online retailers and
their impact on individual internationalization steps. Grounded in the resource-
based view, the paper examines the effects of imitability of an online shop, the
presence of venture capitalists, the scope of the country portfolio and distance and
diversity within the country portfolio on the internationalization speed of online
retailers. A Cox proportional hazards model is used to explore the effects on speed
and their variations over time. Drawing on a sample of 150 online retailers (1110
market entries in 47 country markets over 19 years), this study shows significant
curvilinear effects of the imitability of an online shop, as well as of the diversity and
scope of the existing country portfolio and linear effects of the distance of new
country markets on the length of time until the next internationalization step.

Keywords Internationalization speed - Resource-based view - E-commerce -
Imitability - Distance - Diversity

1 Introduction
The globalization of markets and limited possibilities for growth in national markets

have increasingly caused retailers to internationalize their operations; managing
operations in diverse country markets has become a critical task (Assaf et al. 2012;
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Hoenen and Kostova 2014). This trend has been shown in the literature for store-
based retailers, but it is even more relevant for online retailers that appear to
internationalize more rapidly and different from brick-and-mortar retailers. There is
widespread agreement that the internet is providing firms with new ways to conduct
business (Loane et al. 2004). It significantly reduces psychic barriers and makes
early internationalization a more viable and cost-effective option (Buckley 2011;
Sinkovics and Penz 2005; Wen et al. 2001). In previous years, online retailers have
shown remarkable efforts in opening new sales markets in foreign countries. Many
online retailers pursued a ‘get-big-fast’ strategy to intensively develop their
customer base as a significant source of increasing returns (Oliva et al. 2003) which
highlights the importance of internationalization speed for online retailer’s
strategies. More than in most other industries, the quick rise of online shops has
dramatically changed the retail industry over the last decade (Gartner Industry
Research 2012) and is nowadays a serious competition for traditional retail
channels. E-commerce has become an important influence on the European
economy and accounts for 2.2 % (EUR 361bn) of European GDP and approxi-
mately 10 % of the total retail turnover in many Western European countries and
the USA (E-Commerce Europe 2014, 2015).

Examining internationalization processes, researchers identified three basic
dimensions: speed, extent (e.g., the percentage of foreign sales) and scope (e.g., the
number of foreign markets) (Hagen and Zucchella 2014; Zahra and George 2002).
Whereas extent and scope have been in focus of IB research for decades, speed was
only introduced to the literature in the 1990s by the international entrepreneurship
research. A rapid internationalization and a rapid exploration of foreign markets
have been shown to have several advantages, e.g., performance and growth
advantages (Oviatt and McDougall 2005; Powell 2014b), learning advantages
(Autio et al. 2000; Zhou and Wu 2014), and first- or early-mover advantages (Oviatt
and McDougall 1994, 2005). It has become an important topic for researchers
(Jones and Coviello 2005; Oviatt and McDougall 1994; Sharma and Blomstermo
2003a; Trudgen and Freeman 2014; Zahra and George 2002). The majority of
studies conceptualize internationalization speed as uniform throughout the entire
internationalization process (i.e., in a single figure) or merely focus on the length of
time from inception to the first internationalization step (Casillas and Acedo 2013;
Madsen 2013; Zhou and Wu 2014). The development of the internationalization
process over time and changes in speed have been scarcely researched, and “very
little research has sought to explain the speed of the process once it is under way”
(Casillas and Acedo 2013, p. 26). In addition, IB research mainly focuses on the
internationalization processes of multinational enterprises (MNEs), but not on
retailers in general (Elsner 2014) or online retailers in particular. The same holds
true for international entrepreneurship research, in which online retailers as a kind
of digital start-ups are also not in the center of research.

Following various authors (e.g., Casillas and Acedo 2013; Fuentelsaz et al. 2002;
Powell 2014b), the objective of this paper is to investigate and empirically test the
factors influencing internationalization speed in the online retail sector. Thereby, we
acknowledge the fact that the internationalization speed of a company changes over
time and that its antecedents may also not stay uniform over time. We examine the
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effects of imitability, country diversity and geographic scope that generally have a
negative connotation, and we argue that their effects have a curvilinear shape, i.e.,
are positive within a certain range and negative in another range and that the effects
change in the internationalization process. Moreover, linear effects of the variables
age, distance to the home country as well as added distance are taken into account
and effects of the categorical variable product category and home country and the
binary variables multi-channel retailer or pure online retailer and presence of a
venture capitalist.

This paper is organized as follows. First, the theoretical background of our study
is presented, and the hypotheses are developed from a resource-based perspective,
followed by details regarding the research design and method. The results section
contains the hypothesis testing with a Cox regression model using time-varying data
from the internationalization paths of 150 online retailers (1110 market entries over
19 years) from a geographically diversified country sample. Then, the results are
presented. Finally, conclusions are drawn, limitations of the study are discussed, and
implications and suggestions for further research are provided.

2 Theory and Hypotheses

We base our conceptual framework (see Fig. 1) on the resource-based view (RBV)
in general and on dynamic capabilities. To ensure successful international
expansion, firms must have appropriate resources (Hitt et al. 2006). The RBV
grounds on resources regarded as bundles of tangible and intangible assets (Penrose
1959; Wernerfelt 1984). Firms develop resources and capabilities that are valuable,
rare, heterogeneous, imperfectly mobile and inimitable; these can be applied in
foreign markets, or firms can use foreign markets as a source for acquiring them to
achieve resource-based advantages, resulting in superior performance (Barney
1991; Brouthers and Hennart 2007; Costa et al. 2013). Capabilities that include skill
acquisition, knowledge and learning are intimately tied to firms’ expansion paths
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Fig. 1 Conceptual framework
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(Teece 2007; Teece et al. 1997) and firms can benefit from the positive effects of
capabilities that may emerge from diversity (Zahra et al. 2000). Our framework
identifies and tests resource-based factors that may influence the internationalization
speed of online retailers. Understood as a dynamic process, the internationalization
speed of a firm is not considered uniform throughout the internationalization
process; rather, this study investigates every individual internationalization step to
emphasize the path-dependency of internationalization processes in which past
actions may influence future operations in international markets.

2.1 Speed and Time in the Internationalization Process of Online Retailers

In traditional approaches, internationalization is regarded as a slow, gradual and
path-dependent step-by-step process, as described in the Uppsala internationaliza-
tion process model by Johanson and Vahlne (1977), based on uncertainty and
limited rationality. Although time is an important determinant in the internation-
alization process and increasingly viewed as an important factor and scarce resource
for internationalizing firms to manage, it has rarely been considered a primary
conceptual dimension (Chetty et al. 2014; Jones and Coviello 2005; Sharma and
Blomstermo 2003a). However, since Oviatt and McDougall (1994) placed time on
the agenda in entrepreneurship theory, time is a central issue in the internation-
alization process of firms and frequently used as a predictor of knowledge
accumulation (Acedo and Jones 2007; Morgan-Thomas and Jones 2009; Prashan-
tham and Young 2011; Sharma and Blomstermo 2003a).

Speed is a time-based indicator of “how many foreign expansions a firm
undertakes in a certain period of time” (Vermeulen and Barkema 2002, p. 643).
Three different views of speed can be identified in the IB literature. First, an often
used conceptualization is that of time elapsing between a company’s foundation and
the first international activity (Zahra and George 2002). This view focuses mainly
on pre-internationalization. The second view is an overall observation (Mathews
and Zander 2007) using, e.g., the average number of foreign markets per year
(Vermeulen and Barkema 2002). The third view is the most thorough concept for
gaining a deeper understanding of how internationalization processes develop: the
time elapsing between two consecutive events in different stages within the
internationalization process (Casillas and Acedo 2013).

Rapid internationalization and a rapid exploration of foreign markets typically
provide performance and growth advantages for firms (Autio et al. 2000; Oviatt and
McDougall 1994; Powell 2014b). An early entry may provide via first-mover or
early-mover advantages the basis for the acquisition of superior resources and
capabilities in a market, e.g., a well-developed customer base, and pioneers may
preempt competitors in a physical, technological, or consumer perceptual space
(Fuentelsaz et al. 2002; Lieberman and Montgomery 1998). In the retail sector,
internationalization is an important trend (Dawson and Mukoyama 2014); anecdotal
evidence shows that online retailers are quite active in their internationalization
efforts and internationalize differently and much faster than traditional brick-and-
mortar retailers. For example, only six years after its foundation, the German online
retailer Zalando has already been active in 15 countries.
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2.2 Imitability as Driver of Online Retailers’ Internationalization Speed

As the RBV argues, the more difficult a resource is to imitate, the more sustainable
the resulting advantage is: the effects of valuable resources that are easily
imitable should dissipate quickly (Barney 1991; Crook et al. 2008). Imitability is
hereby “the ease with which a firm’s technology can be learned or replicated by
outsiders” (Autio et al. 2000, p. 914).

At first glance, many online shops do not appear to fulfill the abovementioned
criteria for resources; Ferguson et al. (2005, p. 5) note that “innovative electronic
commerce projects are most likely seen [...] as easily replicable, and consequently
have little, if any, competitive advantage period.” The functionality and technical
components of an online shop can be easily identified by competitors and in this
specific industry, other firms often imitate the actions of rivals (Kuettner and
Schubert 2012).

Hence, instead of the visible and easily imitable resources like shop design or
product offer, other resources, among them reputation, customer databases and lock-
in effects for customers, appear to create the sustainable competitive advantage for
online retailers (Hall 1992; Park et al. 2004). Hence, online retailers focus on
expanding and retaining their customer base (Amit and Zott 2001). Quick
internationalization is one way to create first- and early-mover advantages through
the development of brand awareness, reputation and a customer base in the new
country market (e.g., Autio et al. 2000; Teece et al. 1997).

From a resource-based perspective, building a loyal customer base transforms the
rather temporary advantage of an online retailer (i.e., a shortly unique online shop
that may be quickly imitated by competitors) into a more sustainable resource (i.e.,
the customer base) by using first-mover or early-mover advantages.

We expect that a certain level of imitability of an online shop will intensify the
need to quickly transform the current advantage of the online shop into a customer
base because of a lack of strong inimitable resources. By contrast, when the
imitability level of an online shop is low, a firm is not under pressure to quickly
internationalize but can first exploit the full potential of the home market. Contrary
to common reasoning of the RBV that solely non-substitutable and inimitable re-
sources create sustainable value and are a basis for internationalization (e.g., Barney
1991; Dierickx and Cool 1989; Johanson and Vahlne 2009; Peteraf 1993), we argue
that a higher level of imitability of an online shop initially drives international-
ization speed. However, beyond a certain level of imitability, an adverse effect on
internationalization speed can be expected: if imitability is too high, then
internationalization is likely to be decelerated. This reasoning follows the logic
that a company must possess firm-specific advantages to overcome the liability of
foreignness in a new, unknown market in order to successfully compete with
incumbents who are more familiar with this market (Hymer 1976; Johanson and
Vahlne 2009; Zaheer 1995) and that online-shops that are very easily imitable do
not have such sustainable firm-specific advantages. Instead, these companies would
risk being immediately copied by potential competitors in the new market before
sustainable competitive advantages from internationalization can be developed.
Therefore, firms with a very high level of imitability should be slower in
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internationalization than firms with a medium level of imitability. Thus, we propose
the following:

Hypothesis 1: The imitability of an online shop has a curvilinear influence on
internationalization speed (inverted U shape).

2.3 Networks and Venture Capitalists

The INV literature further emphasizes the role of networks in rapid internation-
alization (Casillas and Acedo 2013; Musteen et al. 2010). Research on social
network theory emphasizes the importance of inter-firm ties in accumulating and
utilizing knowledge; hence, social as well as business networks are active channels
of knowledge flows (Casillas et al. 2009; Gulati 1995; Yu et al. 2011) and can
influence both patterns and speed of internationalization (Loane et al. 2004). SMEs
face obstacles to internationalization because of a lack of resources. Their limited
financial resources, as well as limited market knowledge, constitute an important
barrier to internationalization. Resource constraints can be overcome using
networks (Laanti et al. 2007; Spence et al. 2011). In high-tech and dot-com
industries such as online retailing, the involvement of venture capital (VC) firms to
overcome resource restrictions is common (Gabrielsson et al. 2004). Within the
network, VCs provide two important resources to SMEs: In addition to necessary
financial resources, cooperation with VCs may provide an online-retailer with
expertise in areas in which knowledge is lacking (Gabrielsson et al. 2004; Laanti
et al. 2007; Sharma and Blomstermo 2003b) which may include internationalization
knowledge. Martin (1999) and Zook (2005, p. 3) emphasize that VCs can therefore
be characterized as knowledge brokers “who acquire and create intelligence through
personal (and generally local) networks about industries, market conditions,
entrepreneurs, and companies through a constant process of interaction and
observation.” We therefore expect a positive effect on online retailers’ interna-
tionalization speed:

Hypothesis 2: The participation of a venture capitalist in an online shop has a
positive influence on internationalization speed.

2.4 Distance and Diversity of International Expansion and their Relation
to Online Retailers’ Speed

International expansion causes firms to confront substantial challenges, and in
essence, “international management is management of distance” (Zaheer et al.
2012, p. 19). Distance occupies a central role in IB research and is usually defined as
the perceived difference between two countries. The general assumption of distance
is that the more different a foreign country is compared to a firms’ home country,
the more difficult will it be to collect, analyze and use information about it and
hence, the higher are the uncertainties and difficulties of doing business there
(Hakanson and Ambos 2010).

Distance has been conceptualized along different dimensions (Berry et al. 2010;
Dow and Karunaratna 2006). Ghemawat (2001) emphasizes that the distance
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between two countries exists not only geographically but also in the cultural,
administrative-institutional, and economic dimensions. These four dimensions are
the cornerstone for Ghemawat’s CAGE framework which has gained wide
acceptance as an overall measure of distance between two countries in the IB
literature (Hutzschenreuter et al. 2014). When establishing operations abroad, firms
are confronted with liability of foreignness because of their unfamiliarity with local
market conditions (Hymer 1976; Nachum 2010; Shenkar 2001), e.g., for online
retailers, different legal regulations may act as market entry barriers (Huang and
Sternquist 2007). Hence, firms need time to absorb experience and market
knowledge and to fit into an international setting (Nohria and Ghoshal 1994;
Vermeulen and Barkema 2002), and more distant markets are associated with
greater challenges in managing the expansion step (Bjorkman et al. 2007,
Hutzschenreuter and Horstkotte 2013).

Distance therefore has been argued to have a decelerating effect on internation-
alization (Hutzschenreuter et al. 2014); entering new markets with a smaller
distance to the home market should be faster than entering markets that are more
distant (O’Grady and Lane 1996; Williams and Grégoire 2015). Hence, we propose:

Hypothesis 3a: The distance between the newly entered market and the home
country has a negative influence on internationalization speed.

Besides the distance between the newly entered market and the home country of
the online retailer, the added distance may influence internationalization decisions:
Added distance characterizes the shortest possible distance between a newly entered
market and all other markets in which the company is already active (Hutzschen-
reuter and Voll 2008; Hutzschenreuter et al. 2011).

In their Uppsala internationalization process model, Johanson and Vahlne (1977)
explain the characteristics of the internationalization process of firms, in which
internationalization is viewed as a gradual, step-by-step and path-dependent process
based on the establishment chain and on a psychic distance chain, defined as the
factors that make it difficult to understand foreign environments and to address the
liability of foreignness. In their argumentation, the experience that a company gains
during the internationalization process will influence the entry into further markets.
Also, Tung and Verbeke (2010, p. 1268) note, “what matters in the case of a new
entry is not so much the distance between the home country A and the host country
B, but between the newly entered host country B and the host country C, where the
firm already has substantial experience and that shows the lowest distance to the
newly entered country B.” Added distance creates unfamiliarity; thus, before more
distance is added by an internationalization step, internationalization speed is
decelerated to give the firm time to address this added unfamiliarity (Hutzschen-
reuter and Voll 2008; Hutzschenreuter et al. 2011). Hence, we propose:

Hypothesis 3b: The added distance of a new market to the existing country
portfolio has a negative influence on internationalization speed.

While the concept of distance focuses on one specific new country at a time, the
overall portfolio of countries in which a company is active exerts another influence

@ Springer



740 M. Schu et al.

on managerial decisions. In this respect, the geographic scope and the diversity of
the country portfolio may influence the further internationalization speed.

A firm’s geographic scope refers to the number of country markets a company is
selling in (Hennart 2011; Zahra and George 2002). The expansion of geographic
scope is central to extant internationalization theories (Hashai 2011; Oviatt and
McDougall 1994; Zahra et al. 2000). For online retailers, it is assumed that being
active in a certain number of country markets will positively influence internation-
alization speed because countries can be used as hubs to enter neighboring countries
more easily with less effort. For instance, it is possible to use existing logistics bases
for the entry into neighboring countries to provide efficient delivery and return
logistics without investing in specific logistics infrastructure in the new target
market which would be more time consuming and expensive. Hence, it can be
argued that firms can benefit from greater country scope for even further expansion
(Allen and Pantzalis 1996).

However, when a certain number of countries in the portfolio is attained,
internationalization speed is likely to decelerate. Beyond a certain number of
countries in the portfolio, the marginal utility of a new country for the overall
portfolio, e.g., as a logistics hub, will decrease, and the internationalization speed
will also decelerate as a result. Moreover, saturation effects arise (Tihanyi et al.
2005). After a number of internationalization steps, it will become increasingly
difficult for a firm to discover other similarly attractive countries, slowing down
further internationalization. Thus, we posit a curvilinear relationship between
geographic scope and internationalization speed:

Hypothesis 3c: The geographic scope of the country portfolio has a
curvilinear influence on internationalization speed (inverted U shape).

While the geographic scope refers merely to the number of countries, the
characteristics of the countries in the portfolio should also be considered. Diversity
refers to the heterogeneity or variety of countries in which an online retailer is
already present (Ellis 2007; Hutzschenreuter et al. 2011). Firms managing a number
of widely different countries within their portfolio must consider more varied types
of national systems, customers, political frameworks, institutions as well as rules
and norms (Casillas and Moreno-Menéndez 2014; Zhang et al. 2010).

It is generally expected that increased diversity may enhance complexity, lead to
managerial and organizational challenges and negatively affect further international
expansion (Hutzschenreuter et al. 2011). Contrary to this prevalent problem-focused
view of diversity in the international expansion literature, which highlights potential
constraints based on country differences, greater diversity within a country portfolio
may also be viewed as an opportunity and an asset for firms (e.g., Ely and Thomas
2001; Stevens et al. 2008). Experience is a prime source of learning in organizations
(Penrose 1959), and learning is fostered by diversity in experience (Barkema and
Vermeulen 1998; Powell 2014a; Zellmer-Bruhn and Gibson 2006). The ability to
learn from experience obtained in diverse countries may be the most important
advantage of multinationality (Powell and Rhee 2013). Learning and gaining
experience in different markets may assist online retailers in recognizing trends or
acquiring customer insights (Auh and Menguc 2005; March 1991; Raisch and

@ Springer



Internationalization Speed of Online Retailers 741

Birkinshaw 2008). Different host countries can stimulate the creation of dynamic
capabilities in a firm with non-location-bound and semi-location-bound firm-
specific advantages in the sense of a broader knowledge base on which the firm can
build (Lohr 2013; Rugman and Verbeke 2007; Stahl et al. 2010). Thus, we expect
that for an online retailer, greater diversity in the portfolio of its country markets
will generate a higher level of capabilities for the firm and therefore positively
influence the speed of internationalization.

By contrast, Contractor et al. (2003) suggest that the benefits of further
international expansion do not necessarily need to be positive and that firms can
over-expand beyond a preferable optimum level. Beyond an optimum level of
country diversity, coordination and growth costs may exceed the benefits of further
expansion for complexity reasons. In particular, a number of culturally, adminis-
tratively, geographically and economically heterogeneous markets in which a firm is
active will likely increase transaction and government costs (Ghemawat 2001;
Gomes and Ramaswamy 1999). For instance, an online retailer must manage a
broad range of different payment methods, and a greater amount of country-specific
adaptation of assortments increases complexity. Moreover, the capacity of managers
to successfully cope with greater complexity within a portfolio may be limited.
Thus, beyond a certain level of diversity, further diversity may slow expansion
(Grant 1987). Hence, we propose the following hypothesis:

Hypothesis 3d: The level of diversity within the country portfolio has a
curvilinear influence on internationalization speed (inverted U shape).

Table 1 Home countries of online retailers in the sample and number of market entries from these home
countries

Home country No. of retailers No. of market entries
from home country originating from home country
Austria 3 22
Belgium 1 4
Denmark 2 18
Germany 61 433
France 21 172
United Kingdom 19 95
Italy 3 28
The Netherlands 5 22
Norway 1 4
Sweden 4 38
Switzerland 1 5
Spain 9 114
USA 20 155
Sum 150 1110
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3 Methodology
3.1 Sample

To test the hypotheses, we created a longitudinal database with observations of
foreign market entries of 150 online retailers over a 19-year period (1995-2014).
The average duration between two market entries of an online retailer is
395.59 days. For our sample, we considered online retailers that are active in their
home markets and active in at least one foreign country, focusing on companies
originating in Central Europe and North America. The company selection is based
on the “Internet Retailer Europe 500 ranking (Internet Retailer 2013) as well as of
Top100 rankings of online retailers of the 15 biggest internet markets in Europe (E-
Commerce Europe 2014). Firms of which the expansion path was not fully
reconstructable were excluded. Online retailers that only have a domestic website
and merely offer international shipping were not considered. Moreover, our sample
contains only online retailers selling physical goods; online retailers selling solely
digital goods, e.g., software or music downloads, were as well excluded.

The sample contains the complete internationalization paths of 150 online
retailers from 13 different home countries (c.f. Table 1) responsible for 1110 market
entries (¢ 7.4 market entries per online retailer) in 47 host countries. Company data
were collected from the Internet Retailer Europe 500 database, firm websites,
published articles and timelines, platforms such as Xing and LinkedIn, and
interviews with company executives. Country data were collected from the OECD
and World Bank databases as well as Ghemawat’s CAGE database.

3.2 Measurement and Characteristics

Given that the objective of this investigation is to analyze the factors influencing the
speed of the internationalization process, the speed of entry into a new country
market is the dependent variable. We followed Shneor and Flaten (2008, p. 46), who
conceptualize a market entry for the internet-enabled internationalization as
“‘market-specific shops’, serving markets based on idiosyncratic adaptations to
local language, content, format, style preferences, etc.”. Thus, we characterize an
internationalization step of an online retailer as the launch of a country-specific
website, identified, e.g., through country-specific language, currency or domain. In
most cases, such a step is explicitly announced by the online retailer itself, e.g., in
press releases. We followed Casillas and Moreno-Menéndez (2014) and captured
speed dynamically based on the number of days between two entries into a firm’s
new country markets because of the longitudinal character of our analysis. For the
interpretation of the results, it must be noted that duration in days is the inverse of
speed.

The measurements of the variables of diversity, HM distance (distance from the
host country to the home market) and added distance refer to the CAGE framework
of Ghemawat (2001) and the corresponding database in which the different
dimensions of distances between country pairs are calculated. For diversity, we
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followed Hutzschenreuter et al. (2011) and calculated the sum of the CAGE
distances between all country pairs in the country portfolio (including the home
market) prior to each new internationalization step. For HM distance, we calculated
the CAGE distance from the home market to the newly established market. For
added distance, we followed Hutzschenreuter and Voll (2008): for every newly
established international operation, the CAGE distances of all operations within the
consisting country portfolio to the new operation were compared and the smallest of
these distances was chosen.

Geographic scope relates to the expansion process and was dynamically
measured as the number of countries in which a firm has established international
operations prior to each new expansion step (Vermeulen and Barkema 2002).

To measure the imitability of an online shop, an own operationalization was
developed; to the best of our knowledge, no established measure of online shop
imitability exists. Eleven e-commerce experts from Belgium, Denmark, Germany,
Italy, Spain and Switzerland were asked to carefully examine the online shops of the
150 retailers and to assess their imitability with three items (cf. Table 2).' To verify
the index formation, we calculated the means of the rates per item and conducted a
factor analysis that showed all items loading on one single factor. The Kaiser—
Meyer-Olkin measure verified the sampling adequacy for the analysis
(KMO = 0.72). Bartlett’s test of sphericity indicated that the correlations between
items were sufficiently large (x2 (3) = 384.452, p <0.001). To check for
measurement consistency, we observed that the Cronbachs o (=0.918) and the
inter-item correlations (all >0.7) were adequate (Arifio 2003; Field 2009). We also
checked for inter-rater reliability and analyzed the intra-class correlation coeffi-
cients (Gisev et al. 2013), which demonstrated sufficient inter-rater reliability
(o > 0.7). In addition to the creation of one factor value for the level of shop
imitability, we also calculated an average measure for online shop imitability based
on the three items and all raters. In our final model both the factor value and the

Table 2 Items and correlations

Item 1 2 3 Communalities

1. There are some competitors operating with a similar concept 1.000 0.737 0.745 0.781

2. The business model could be quite easy replicated by 0.737 1.000 0.910 0.905
another company

3. Generally spoken, it is quite easy to imitate this online shop 0.745 0.910 1.000 0.911

n = 150. Items measured on a 10 point Likert scale, ranging from 1 = “don’t agree” to 10 = “fully
agree”; extraction method: principal component, 1 component extracted. Cronbachs Alpha: 0.918

! Experts were asked, if possible, to evaluate the level of imitability at the time of the first
internationalization attempt of a company. The year of that first internationalization step was provided in
the questionnaire. Although we are aware that this method of capturing imitability only at one point in
time is a weakness of the measurement, we expect that the imitability of an online shop does usually not
change drastically over time.
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average measure showed the same results. Therefore, for ease of interpretation, we
used the average as measure of imitability.

A dichotomous measurement was applied for the variable presence of VC to
indicate whether a VC invested venture capital in the online shop. Within the
sample, VCs are involved in 52.6 % of the firms.

A number of control variables were included in our analysis. First, more
homogeneous customer demand across countries could imply faster international-
ization. This homogeneity is likely to differ between product categories (Cloninger
and Oviatt 2007; Pedersen and Shaver 2011). However, we do not elaborate on
these differences but rather controlled for the product category following the
categorization of Internet Retailer (2013), which resulted in categorizing online
retailers in 16 different product categories. Second, we controlled with a categorical
variable for possible effects of the home country market of the online retailer and
whether the home country may affect internationalization speed. Both categorical
variables are imputed in our model as a series of dummy variables. Third, to control
for any systematic age effects over time, our variable age determined the number of
years that a firm has been active in online selling at the time of every
internationalization step (Powell 2014b). To consider the influence of other existing
channels, the dichotomous variable multi-channel retailer (MC) captures whether
other sales channels apart from the online shop exist; within the sample, multi-
channel retailers account for 46 % of the firms. In our dataset, the variables
imitability, category, home country, multi-channel retailer and venture capitalist are
measured statically at one point in time, whereas all other variables in our dataset
were measured dynamically for every new internationalization step.

4 Method

Given the longitudinal nature of our data, event history analysis with a Cox
proportional hazards model was used for hypothesis testing. This model is the most
commonly used regression model for the analysis of survival data and provides
several advantages compared with common regression models: (1) good flexibility
and capacity to include events at different moments in time, (2) no requirement for
the specification of any underlying distribution and (3) appropriateness for data with
a temporal bias and independent variables that vary over time (Fuentelsaz et al.
2002; Yu et al. 2011). This takes the characteristics of our dataset into account and
explicitly considers the variations of the independent variables over time. The
model analyses the chance or ‘hazard’ that a defined event will occur with respect to
the unit of interest (e.g., a firm) after a given time period (Allison 2004). We define
the event as an online retailer’s entry into a new country market and assume that the
chance of the event’s occurrence is influenced by the covariates in our model. The
Cox proportional hazards model attempts to explain the occurrence of an event (e.g.,
entry into a new country market) as a function of several explanatory variables
(Casillas and Moreno-Menéndez 2014):
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h(t) = ho(t) exp(Bix1 + Boxa + -+ + Bixi)

where hy(f) is the baseline hazard function, x is the covariate values, and f is the
regression parameter. To adapt the model to our research, we used a Cox propor-
tional hazard model with multiple-record data and multiple events, considering that
a firm experiences several consecutive events (entries into country markets) within
the considered time span of our analysis.

5 Results and Discussion

Table 3 presents the descriptive statistics and the correlation matrix for the
independent variables. Among the independent variables, no correlation exceeds
0.7, and no serious risk of multicollinearity is evident (Anderson et al. 2014). To
further test for multicollinearity, the variance inflation factors (VIFs) were estimated
(Diamantopoulos and Winklhofer 2001); no indicator revealed a multicollinearity
problem (VIF <2.3 for all indicators).

Table 4 presents the statistical results of the hypothesis testing. The hazard ratios
represent the proportional change in the hazard rate for a one-unit increase in the
respective independent variable. We applied a multiple-step approach that included a
comparison between different models. Before computing the model, we mean-
centered all variables to avoid multicollinearity (Cohen et al. 2003). To test for
curvilinear effects, squared variables were used. The categorical variables product
category as well as home country and their effects are considered as single indicator
variables in our models. To provide a better readability of the results with focus on
the main hypotheses, we do not display the coefficients for the indicator variables and
present them in the additional Table 5 instead. The first model is the baseline model
and includes only control variables. Model 2 includes all control and independent
variables except the squared variables. Model 3 serves to test whether a model which
includes also quadratic terms for the two variables for which we posited only linear
effects (distance and added distance) performs better or worse than our proposed
model (model 4). The fit for model 3 is inferior to that of model 4, indicating linear
effects for distance and added distance. Finally, model 4 contains all variables,
including the squared variables for the variables where curvilinear effects were
posited. The inclusion of both linear and curvilinear effects significantly improves
the predictive power of the model as compared to model 2, as the R* values show, as
well as the model fit, as the log-likelihood ratio tests show; hence, the final model
provides a more thorough test of the expected effects (Bowen and Wiersema 2004).

Some of our control variables show a significant and consistent influence on
speed. Age, as measured in the number of years in which a firm is active in online
selling, shows a significant and negative influence on internationalization speed. A
similar result is observed by Powell (2014b), who finds that younger firms may be
more interested in quickly exploiting international opportunities. A potential reason
is that more recently founded online retailers face higher competitive pressure in
their home markets, which drives them to internationalize and to quickly obtain a
larger customer base. The product category also shows an influence on
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Table 4 Cox regression hazard models

Model 1 Model 2 Model 3 Model 4
Category”
Home country”
Age 1.2055%** 1.1803*** 1.1069%** 1.1294%**
(0.0166) (0.0198) (0.0207) (0.0207)
MC retailer 1.1564" 1.3348%* 1.0294 1.0538
(0.1012) (0.1557) (0.1270) (0.1284)
Imitability 1.0490%** 202.6858*** 207.7630%**
(0.0813) (211.8803) (218.7793)
Venture capitalist 1.1998 0.9639 1.0100
(0.1358) (0.1100) (0.1155)
HM distance 1.0003*** 1.0007%** 1.0003 %
(0.0000) (0.0000) (0.0000)
Added distance 0.9998%#*%* 0.9994#*%* 0.9998***
(0.0000) (0.0001) (0.0000)
Geographic scope 1.1288%*%*%* 1.6689%%*%* 1.6892%#%%*
(0.0118) (0.0582) (0.0582)
Diversity 1.0001 %% 1.0000%** 1.0002%**
(0.0000) (0.0000) (0.0000)
Imitability SQ 0.6983%** 0.6972%*%*
(0.0509) (0.0513)
Geographic scope SQ 0.9800%%*%* 0.9798%**
(0.0017) (0.0017)
Diversity SQ 1.0000%* 0.9988**
(0.0000) (0.0000)
HM distance SQ 1.0000
(0.0000)
Added distance SQ 1.0000
(0.0000)
Log-likelihood —3439.5796 —3259.7316 —3142.7889 —3101.7338
Chi square 535.2 894.9 1128.78 1210.89
R square 0.16 0.49 0.53 0.61

n = 1110 observations; std. err. in brackets; significance levels: *** <0.001; ** <0.01; * <0.05; T <0.10

? To provide a better readability on the hypothesis testing in our models, the categorical control variables
category and home country are excluded from this table and their values are shown in Table 5

internationalization speed. In our sample, online retailers in the categories apparel/
accessories/shoes and jewelry were showing a high internationalization speed while
opticians and sporting goods internationalized rather slowly. Due to the largely
different sample sizes for these categories, the findings should be interpreted with
caution, though. The home country, capturing the influence of different home
countries and therefore varying general conditions, shows an effect, whereby some
home countries (e.g., the UK) seem to lead to a higher internationalization speed.
However, given the largely different sample sizes (see Table 1), these findings are
not interpreted in more detail. The existence of other channels in terms of a multi-
channel approach shows no significant effect in the final model.
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Table 5 Cox regression hazard models—coefficients for the indicator variables
Model 1 Model 2 Model 3 Model 4
Category
Apparel/accessories/shoes 2.5823* 1.6676* 0.9076* 0.9894*
(1.0857) (0.7108) (0.3896) (0.4236)
Jewelry 6.2271%%* 1.9718%%* 0.7667* 0.7310%*
(2.8735) (0.9527) (0.3747) (0.3552)
Automotive parts/accessories 6.4285%%*%* 1.9302 1.2546 1.3165
(2.8485) (0.8954) (0.5814) (0.6080)
Books/music/video 1.4477 1.0800 0.5713 0.6154
(0.7751) (0.5861) (0.3112) (0.3349)
Computers/electronics 1.1032 0.8231* 0.4165%* 0.4430%*
(0.5067) (0.3903) (0.2012) (0.2133)
Food/drug 1.9762 1.4365 1.2436 1.3635
(1.4153) (1.0539) (0.9166) (1.0039)
Health/beauty 0.8408 0.6387 0.3860 0.4362
(0.7033) (0.5377) (0.3255) (0.3671)
Housewares/home furnishings 2.8851* 1.4970 0.9661 0.9482
(1.2704) (0.6665) (0.4320) (0.4236)
Mass merchant 3.2929%* 0.9607 0.9393 1.0500
(1.4674) (0.4441) (0.4348) (0.4835)
Miscellaneous 2.7079%* 1.4849 0.5530 0.6136
(1.2063) (0.6771) (0.2559) (0.2835)
Opticians 4.7779%** 2.6859%* 0.6711 1.2664*
(2.3348) (1.4121) (0.3610) (0.6704)
Pet supply 3.4305* 2.5907* 1.0994 1.1707
(1.8507) (1.4186) (0.6094) (0.6471)
Specialty/non-apparel 2.46407 1.1589 0.6886 0.6993
(1.1872) (0.5748) (0.3452) (0.3493)
Sporting goods 3.0109* 2.1771%* 1.2986* 1.3264*
(1.7770) (1.2978) (0.7763) (0.7929)
Toys/hobbies 3.2637%* 2.0268 0.8612 0.9184
(1.4470) (0.9188) (0.39649) (0.4213)
Country
Austria 0.7808 0.4309%* 0.8199 0.5925%*
(0.2338) (0.1394) (0.2753) (0.1976)
Belgium 1.0406 0.6793 0.6194 0.5215
(0.7510) (0.4935) (0.4531) (0.3807)
Denmark 4.5839%** 2.6293%%* 3.0007#** 2.3318%**
(1.3103) (0.8077) (0.9726) (0.7488)
Germany 1.5824%%* 0.9916 1.0605 0.8501
(0.1982) (0.1461) (0.1805) (0.1400)
France 1.5524%%* 1.2785 1.0569 0.8820
(0.2375) (0.2071) (0.1952) (0.1599)
United Kingdom 0.6817* 0.6591%* 0.9070 0.6991%*
(0.1206) (0.1270) (0.1855) (0.1396)
Italy 7.0793%%** 3.9098*** 2.0933%%* 1.6570%*
(1.7599) (1.0238) (0.5896) (0.4565)
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Table 5 continued

Model 1 Model 2 Model 3 Model 4
The Netherlands 1.1343 0.8658 1.1684 0.9688
(0.3606) (0.2845) (0.3982) (0.3288)
Norway 0.4183 0.9322 0.5501 0.4573
(0.3062) (0.7021) (0.4189) (0.3471)
Sweden 2.544 1 %k 1.2933 0.8502 0.7453
(0.5790) (0.3261) (0.2271) (0.1968)
Switzerland 2.1144 1.1060 0.5063 0.4425
(1.7474) (0.9249) (0.4286) (0.3743)
Spain 6.0296%#* 3.0330%** 2.0732%%* 1.7874%*
(0.9607) (0.5697) (0.4270) (0.3594)

Extraction of the values of the categorical variables category and home country of Table 4
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Note: The figure shows the curvilinear relationships among independent variables and the days between entries into new country
markets (i.e. the inverse of speed of the internationalization process). A lower number of days stands for a higher
internationalization speed.

Fig. 2 Relationships between independent variables and (the inverse of) internationalization speed

Hypothesis 1 posits a curvilinear influence of online shop imitability on
internationalization speed. The final model supports H1, with a significant negative
effect of imitability (h.r. = 207.736, p < 0.001) and a significant positive effect for
the squared imitability (h.r. = 0.6972, p < 0.001). Figure 2 shows the relationship
between imitability and the time between two consecutive new country market
entries. When the level of imitability is low, firms internationalize slowly; with
higher levels of imitability, the speed of internationalization increases and reduces
the number of days between two market entries. Beyond a certain threshold of
imitability, further increasing imitability reduces the speed of internationalization.

Following the network approach, Hypothesis 2 posits a positive influence of the
presence of a VC on internationalization. None of our models showed a significant
effect, and H2 must therefore be rejected. This result implies that VCs in the case of
an online shop do not seem to push a company towards faster internationalization or
that online retailers can find other sources for the necessary resources if they want to
quickly internationalize.
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Hypothesis 3a posits that a greater distance between a newly entered country
market and the home country has a negative influence on speed. H3a is supported
by all models, with a significant negative effect of HM distance (h.r. > 1,
p < 0.001).

Hypothesis 3b posits a negative influence of greater added distance on speed.
Contrary to our expectation, the effect on speed in the sample was positive and
significant (h.r. = 0.9998, p < 0.001 in the final model 4). Therefore, H3b must
be rejected. We do not have a conclusive explanation for this effect, which has
also been argued inversely in other studies, e.g., Hutzschenreuter et al. (2011).

Hypothesis 3¢ posits a curvilinear relationship between geographic scope and
the speed of internationalization. Model 4 supports H3c. The effect of geographic
scope is significant and negative (h.r. = 1.6892, p < 0.001), the effect of
geographic scope squared is significant and positive (h.r. = 0.9798, p < 0.001).
As Fig. 2 shows, greater geographic scope initially accelerates the speed of
internationalization and reduces the number of days between two market entries;
however, beyond a certain number of countries, further internationalization is
decelerated.

Hypothesis 3d posits a curvilinear relationship between diversity and inter-
nationalization speed and finds support in model 4 with a negative significant
effect of diversity (h.r. = 1.0002; p < 0.001) and a positive significant effect of
diversity squared (h.r. = 0.9988; p < 0.01). Figure 2 shows the relationship
between diversity and internationalization speed. Increasing diversity initially
increases internationalization speed and reduces the number of days between two
market entries, as a result of the higher levels of international knowledge, but
beyond a certain point, the complexity of international operations in diverse
markets decelerates further internationalization.

Table 6 presents an overview of the results of the hypotheses tests.

Table 6 Overview on the hypothesis tests

Hypothesis Acceptance/
rejection
H1  The imitability of an online shop has a curvilinear influence on Supported

internationalization speed (inverted U shape)

H2  The participation of a venture capitalist in an online shop has a positive Rejected
influence on internationalization speed

H3a The distance between the newly entered market and the home country has a Supported
negative influence on internationalization speed

H3b The added distance of a new market to the existing country portfolio has a Rejected
negative influence on internationalization speed

H3c The geographic scope of the country portfolio has a curvilinear influence on ~ Supported
internationalization speed (inverted U shape)

H3d The level of diversity within the country portfolio has a curvilinear influence on  Supported
internationalization speed (inverted U shape)
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6 Conclusion, Limitations and Implications

The aim of this paper is to examine possible factors influencing the internation-
alization speed of online retailers following various calls from researchers to explain
speed based on factors at the individual, organizational and supra-organizational
levels, to identify timing decisions in the retail sector and to examine internation-
alization speed in a geographically diversified country sample (e.g., Casillas and
Acedo 2013; Fuentelsaz et al. 2002; Powell 2014b). Consistent with current
literature, online retailers’ internationalization is viewed as a dynamic, path-
dependent process (Casillas and Acedo 2013; Hutzschenreuter et al. 2007).
Moreover, we methodically focus on a step-by-step observation of international-
ization speed to observe changes in the relevance of the influencing factors during
the internationalization process and over time. Based on the RBV, we were able to
identify and empirically test factors at the three mentioned levels that influence the
internationalization speed of online retailers.

The imitability of an online shop can be highlighted as the most important factor
influencing the internationalization speed of an online retailer, as it shows the
strongest effect. Low imitability permits an online retailer to internationalize slowly
after exploiting the market potential in the home country and sequentially in each
entered host market. Very high imitability does not give an online retailer the firm-
specific advantages that are required to be successful in a foreign market and
therefore also slows internationalization. In between the two extremes, moderately
high levels of imitability provide a firm with the necessary advantages to
internationalize and the pressure to do so quickly to transform the temporary
advantage of the online shop into a more sustainable advantage, namely, a large
customer base in different countries.

The distance to newly entered countries as well as scope and diversity of the
country portfolio significantly influence an online retailer’s internationalization
speed. The distance from a newly entered country to the home country slows down
this internationalization step because the farther a country is from the home country,
the more difficult it is to use the advantages the online retailer has gained in the
home country. With regard to the scope of international activities, our study
demonstrates the existence of a threshold beyond which the internationalization
process is decelerated. In our sample, this threshold is at 12 countries. This result
implies that after entering a certain number of countries, the marginal advantage of
entering an additional country market is lowered, and the most attractive countries
are already entered; thus, further internationalization is decelerated. Before this
threshold is met, the increasing scope of countries improves the basis for further
expansion and accelerates internationalization. Increasing diversity in the country
portfolio initially has a positive effect as a basis for experiential learning and
knowledge accumulation (Nachum et al. 2008). Until a certain level of diversity is
reached, online retailers appear to employ rapid internationalization, learning from
the exploration of new capabilities accumulated as a result of diversity. However,
beyond a certain level of diversity, the complexity gets too high, decelerating
further internationalization.
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Despite its findings, our work obviously entails some limitations, which suggest
implications for future research. First, with the CAGE measure of Ghemawat (2001)
for distance and diversity, we employed a well-accepted, however aggregated
measurement as a proxy. For future research, it would be interesting to provide a
systematic, in-depth analysis of the different elements of distance to gain a deeper
understanding of which aspects of distance are the most important ones in the case
of online retailers. Such an analysis could be based on the framework of Berry et al.
(2010) who propose nine dimensions of distance. Furthermore, we were not able to
capture imitability in a dynamic way. Instead, we only have one static measure for
imitability for each online shop. Although we expect that the imitability of an online
shop does usually not change drastically over time, this limitation should be
addressed in future research. Our variable venture capitalist was due to data
availability as well only captured at present and therefore only at one static point in
time and not in a dynamic way. Though anecdotal evidence shows that venture
capitalists are often engaged from the early stages of internationalization of an
online shop, if present at all, this is a further limitation and should be taken into
account in future studies.

Our paper focuses on the determinants of speed within the internationalization
process and uses market characteristics as determinants but does not investigate
market selection itself. Thus, there is room for future research to explicitly
investigate which factors determine the choice and order of country selection within
the internationalization process of online retailers. A final implication for future
research is the examination of the relationship between the internationalization
speed and performance of online retailers to expand this research from a purely
explicative approach to a normative approach. This relationship may be assumed
because online retailers often pursue a ‘get-big-fast’ internationalization strategy
and it has been found in IB literature for INV’s (e.g., Powell 2014b; Zhou and Wu
2014). However, an examination of internationalization speed on performance was
not possible in our case for online retailers due to data restrictions.

In summary, our findings indicate that the speed of internationalization of online
retailers is path-dependent and does not only depend on the next entered country but
also changes with the extant country portfolio. The investigated variables based on
the RBV are of relevance to explain internationalization speed in the online retailing
industry.
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