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Abstract

In this paper, we draw on the notions of breadth and depth of internationalization
speed in an attempt to examine the performance implications for multinational
enterprises (MNEs) that rapidly and concurrently internationalize in new and exist-
ing foreign markets. Specifically, we examine the organizational paradox which
suggests that firms which grow internationally by concurrently expanding rapidly
in both new foreign markets (breadth) and in foreign markets they currently oper-
ate (depth), are better off than firms which do not adopt such an approach. Since
past research has not examined the interaction between the breadth and depth of
MNE internationalization speed on firm performance, we contribute to the temporal
dimension of the internationalization process by developing a novel, yet paradoxical
approach. Our analysis is based on a longitudinal sample of the world’s largest retail
MNE:s covering the period 2003-2012, which includes the 2008 financial crisis that
had a significant effect on the global economy. We find that concurrent internation-
alization speed positively relates to firm performance during periods of stability.
Further, we draw from the upper-echelons theory and find that the aforementioned
relationship can be strengthened by the level of CEO international experience and
CEO education.
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1 Introduction

The internationalization process is considered one of the most important tenets
of corporate strategy (Melin, 1992; Vermeulen & Barkema, 2002). Therefore,
MNEs have been interested in gaining a better understanding on why (e.g., mar-
ket-, resource-, efficiency-, innovation-seeking motives), where (e.g., location
choice, geographic scope) and how (e.g., foreign market entry mode choice, the
role of distance) to internationalize (Eden, 2009) in order to maximize the ben-
efits (Hennart, 1982; Hymer, 1960; Vernon, 1966), and minimize the costs stem-
ming from foreign expansion (Dierickx & Cool, 1989). More recently, a fourth
area of concern, relating to when to internationalize, has emerged. This temporal
dimension of the internationalization process (such as the timing of entry and
speed of internationalization), has been receiving considerable attention in inter-
national business (IB) research (e.g., Casillas & Moreno-Menéndez, 2014; Hitt
et al., 2016; Jiang et al., 2014; Qian et al., 2018).

The emphasis on time-related aspects of the internationalization process in
general, and internationalization speed in particular, has been stressed by several
scholars. For example, in their seminal paper, Jones and Coviello (2005, p. 284)
present internationalization as “a time-based process”, suggesting that it is essen-
tial for a temporal dimension, such as speed, to be explicitly incorporated in the
analysis of the internationalization process. In the same vein, Chetty et al. (2014)
view internationalization speed as a process and raise the importance of the man-
agerial challenge firms encounter in their decision-making. This is also reflected
by the increasing research attention on the performance implications of interna-
tionalization speed (Garcia-Garcia et al., 2017; Mohr & Batsakis, 2017; Powell,
2013; Yang et al., 2017).

Despite the mounting interest towards explaining the determinants of interna-
tionalization speed (Li et al., 2015) and its performance effects (Kim et al., 2020),
this research territory still remains largely uncharted (Hitt et al., 2016). More spe-
cifically, since internationalization is such a time-dependent process, one might
not afford to grow in incremental steps, or even at a high pace in a single direc-
tion, which has been the focus of extant research. However, a paradox does arise
when firms attempt to grow rapidly by concurrently internationalizing their activ-
ities in terms of both breadth and depth. From an IB perspective, breadth refers
to the dispersion of growth as demonstrated by entries in new foreign markets
over a given period of time, while depth refers to the extent by which, resources
are committed to scale operations in a given period of time in markets where the
firm already operates. In an attempt to explain the difference between the two, De
Bono (1971) puts forward an analogy; “breadth refers to digging a new hole else-
where, whereas depth refers to digging the same hole deeper” (Nadkarni et al.,
2011, p. 512). Given that the simultaneous commitment to rapid internationaliza-
tion in terms of both breadth and depth (i.e., concurrent rapid internationaliza-
tion) can lead to organizational tensions, we consider such a strategy to be para-
doxical since these two dimensions are contradictory, interrelated, simultaneous
and persistent over time (Pant & Ramachandran, 2017). In essence, this does not
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only imply that one is digging new holes elsewhere while making the existing
hole deeper, but they are also doing so very fast.

Although the relationship between internationalization speed and firm perfor-
mance has received a lot of attention recently (Garcia-Garcia et al., 2017; Mohr &
Batsakis, 2017; Powell, 2013; Yang et al., 2017), a significant missing link exists:
The interaction between different process-oriented dimensions of internationaliza-
tion speed. While the literature has examined different dimensions of internation-
alization speed in isolation (Chetty et al., 2014; Hilmersson & Johanson, 2016),
or jointly but with respect to other outcomes such as firm survival (Meschi et al.,
2017)," it still remains unclear how the interaction of two process-oriented dimen-
sions of internationalization speed such as breadth and depth relate to firm perfor-
mance. The interaction between the two dimensions offers important theoretical
implications. First, the revisited Uppsala internationalization process model (Johan-
son & Vahlne, 2009) considers that firm international growth comprises of two
stages; recognition (i.e., exploration) and exploitation of an opportunity. In their
revisited model, Johanson and Vahlne (2009) argue that international growth is a
process characterized by gradually and sequentially increasing recognition (explora-
tion) and commitment (exploitation) of an opportunity, thus suggesting that firms
need to expand in one dimension (either exploration or exploitation) at a time
(i.e., following a sequential process). Similarly, the Penrosean lenses support that
resource-related constraints associated with fast firm growth will eventually lead to
decreasing performance (Penrose, 1959). We argue that breadth and depth of inter-
nationalization speed, when considered jointly and not in isolation, can be positively
related to performance. We draw on paradox theory which supports that success-
fully managing seemingly conflicting strategies (i.e., breadth and depth of interna-
tionalization speed) would eventually lead to increased performance (Lewis, 2000).
Second, the paradoxical and demanding strategy of concurrent internationalization
speed, may make the organization appear to operate on the edge of chaos (Eisen-
hardt & Brown, 1998) which would require the appropriate senior executives to help
it navigate. Therefore, we draw from the upper echelons (UE) theory (Hambrick &
Mason, 1984) and hypothesize that capable leaders carry value-added knowledge,
experience and information which is needed to deliver on such paradoxical require-
ments (Wang et al., 2018). We thus proceed by investigating how CEO character-
istics moderate the relationship between concurrent internationalization speed and
firm performance. UE-based research has long suggested that the personal attrib-
utes and characteristics of managers should be such that can enable them to process
information efficiently in order to deal with complex decision-making and ambi-
guity in their international tasks (Herrmann & Datta, 2002). Also, considering the
proven link between entrepreneurial firms and the adoption of rapid internationali-
zation (Jones & Coviello, 2005; Oviatt & McDougall, 2005; Xue et al., 2021), we
argue that CEOs in their risk-taking approach with regards to internationalization

! The paper by Meschi et al. (2017) examines the joint effect of firm age at internationalization and mar-
ket expansion speed. We consider the former dimension (age at internationalization) to be non-process-
oriented.
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processes such as rapid internationalization, can be linked with two observable mod-
erators, these of CEO international experience and CEO education, as proxies of
their knowledge capacity, cognitive orientation and ability to effectively process
complex information.

This study contributes to the international strategy literature in general, and
the temporal dimension of internationalization in particular in three ways. First, it
explores the important and under-researched issue of the interaction between the
breadth and depth of internationalization speed and why these two dimensions can
concurrently have positive performance implications. Our findings confirm that
when the two dimensions are jointly considered they are characterized by having
a positive effect on firm performance. Second, this study extents the theoretical
logic on the relationship between internationalization speed and firm performance.
So far, the Uppsala model and the Penrosean lenses, among others, have dominated
the discussion as the most effective theoretical underpinnings employed to explain
the internationalization speed phenomenon. We integrate an interdisciplinary, yet
widely used theory (paradox theory), which has received little attention in the IB
literature (Pant & Ramachandran, 2017). We thus aim at explaining the internation-
alization speed phenomenon from a different, yet informative and relevant theoreti-
cal perspective. Third, this study is the first to demonstrate how CEO characteristics
associated with knowledge capacity, cognitive orientation and ability to effectively
process complex information influence the relationship between concurrent interna-
tionalization speed and firm performance. Thus, we add an extra layer of knowledge
on the contingent nature of the relationship between internationalization speed and
firm performance by integrating insights from the UE perspective.

We test our hypotheses against a panel dataset comprising the largest retail MNEs
over the 10-year period 2003-2012 and find support for our conjectures. These retail
MNEs are predominantly headquartered in developed markets that were hit hard by
the 2008 financial crisis potentially resulting in financial constraints. For that reason,
the selection of this particular period allows us to examine our hypotheses during
a period of economic stability and a period of economic crisis where international
expansion investments might have been adversely affected (Lee & Makhija, 2009).

2 Theoretical Background and Hypotheses Development
2.1 Conceptualization of Rapid Internationalization in the IB Literature

Rapid internationalization can be defined, conceptualized and operationalized in
different ways (Chetty et al., 2014; Hitt et al., 2016). Some studies, mainly in the
born globals (BG) literature, conceptualize internationalization speed based on the
time lag between a firm’s inception and its first international expansion (Acedo &
Jones, 2007; Cavusgil & Knight, 2015; Chetty & Campbell-Hunt, 2004; Zahra et al.,
2000). Other studies which focus on larger, long-established MNEs, conceptualize
speed as a firm’s subsequent international operations’ expansion in scale or scope
over a given period of time (Chang & Rhee, 2011; Vermeulen & Barkema, 2002) or
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through counting the number of days between two internationalization episodes of
the focal firm (Tang, 2019).

Our study draws on established research and supports the view that, with the
exception of a few recent studies which have considered different dimensions when
assessing internationalization speed (e.g., Casillas & Moreno-Menéndez, 2014;
Hilmersson & Johanson, 2016; Hsieh et al., 2019; Meschi et al., 2017), the vast
majority of existing studies tends to adopt a unidimensional view on rapid inter-
nationalization which cannot fully capture the dynamics of its complexity (Chetty
et al., 2014). Consequently, this leads to the need for (i) a more systematic study of
the effect of multidimensional conceptualizations and operationalizations of rapid
internationalization and (ii) the examination of the potential interactions of different
forms of rapid internationalization on firm performance. We claim that extant litera-
ture has not so far attempted to convincingly assess the dynamics of the interaction
of two or more forms of process-oriented dimensions of internationalization speed
on firm performance. In this study we consider and assess the interaction of the
widely adopted forms of breadth and depth of internationalization speed. Further,
we initiate our hypothesis development based on a relationship between breadth of
internationalization speed and performance which has not been tested extensively.
Next, drawing on the paradox perspective, we aim to substantially contribute in the
literature through shedding light into the interaction of breadth and depth of inter-
nationalization speed. Finally, using an upper echelons perspective lens we examine
the moderating effect of CEO characteristics on the relationship between breadth
and depth of internationalization speed and firm performance.

2.2 Breadth of Internationalization Speed and Firm Performance

IB literature did place an early focus on an incremental commitment to interna-
tionalization with the Uppsala model which has dominated the field (Johanson &
Vahlne, 1977; Vahlne & Johanson, 2017). The proponents of this incremental inter-
nationalization suggest that the process is sequential with a focus on geographic and
psychic proximity (Barkema et al., 1996; Hutzschenreuter & Voll, 2008). While a
number of studies which mainly draw their insights on the staged theory of firm
internationalization (Johanson & Vahlne, 1977) and the notion of time compression
diseconomies (Dierickx & Cool, 1989) conclude that firms benefit from a slow and
incremental internationalization process (Barkema & Drogendijk, 2007; Jiang et al.,
2014), other studies find that firms gain more benefits when adopting a higher pace
of internationalization (Bonaglia et al., 2007; Luo & Tung, 2007; Mathews, 2006;
Powell, 2013). Others have argued that the relationship between rapid internation-
alization and firm performance is more complicated where initial net benefits stem-
ming from rapid international expansion give way to diminishing returns followed
by a significant drop in firm performance (Garcia-Garcia et al., 2017; Mohr & Bat-
sakis, 2017; Yang et al., 2017). Therefore, extant empirical research investigating
the effect of rapid internationalization on firm performance has come up with mixed
findings.
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The focus of our base hypothesis is the breadth of internationalization speed.
Although a high pace of internationalization can indeed result, up to a certain limit,
in substantial benefits for the organization (Mohr & Batsakis, 2017; Powell, 2013),
we consider that this is limited to the geographic extent of the operational penetra-
tion. Past research has found a certain positive effect of internationalization speed on
firm performance either because the focus was on the depth of internationalization
speed, that is the speed of scaling existing foreign operations (Mohr & Batsakis,
2017), or because the speed was considered in a single geographic context, such as
the market entry in China (Powell, 2013).

First, we argue that firms which rapidly expand internationally with new entries
in multiple foreign markets within a limited period of time will incur greater costs
than their peers which follow a slower pace in their internationalization process.
We contend that such costs will be mainly attributed to time compression disecono-
mies (Dierickx & Cool, 1989), where an internationalizing firm suffers relatively
higher costs due to the need to simultaneously develop and deploy its resources
and capabilities at a faster pace across a wide number of foreign countries (Knott
et al., 2003). Second, firms which decide to expand rapidly in new foreign markets
will have to learn predominantly through trial and error, initially investing heav-
ily on acquiring new knowledge and in the following years to reap the benefits of
this learning process by applying it within these markets through penetrating with
greater depth (Casillas & Moreno-Menéndez, 2014; Nadolska & Barkema, 2007).
Firms that internationalize rapidly in multiple foreign countries might not have the
opportunity to learn from their operational experience and errors and thus will not
effectively absorb and apply this knowledge to new foreign markets. Third, the wider
the breadth of internationalization the more likely the internationalizing firm to enter
simultaneously in highly dissimilar market contexts (Mohr & Batsakis, 2018). This
in turn can result in increasing complexity and higher costs for the internationaliz-
ing firm. Extant research has shown that when the breadth of internationalization is
high, the costs related to adding a new market to the MNE’s portfolio will outweigh
its benefits, thus leading to diminishing returns (Jain et al., 2019). We therefore con-
clude that a higher level of breadth of internationalization speed will be negatively
related to firm performance.

Hypothesis 1: There is a negative relationship between the breadth of interna-
tionalization speed and firm performance.

2.3 The Paradox of Concurrently Committing to Both Breadth and Depth
of Internationalization Speed

The ability of a firm to concurrently expand internationally in multiple dimensions
contradicts past tradition (Johanson & Vahlne, 1977, 2009) and renders such a
strategy paradoxical. In the case of firm internationalization, we juxtapose two dif-
ferent dimensions of the process, namely the breadth and depth activities of rapid
internationalization. The IB field does provide a context in which firms can concur-
rently commit to both breadth and depth activities (Luo & Rui, 2009). For exam-
ple, the seminal study by Zahra et al. (2000), in an attempt to explain the effect
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of internationalization process on firm technological learning, distinguish between
breadth and depth of technological learning and explore the effect breadth and depth
of technological learning have on firm performance. In another study, Nadkarni
et al. (2011) examine the effect of mindsets on the early international performance
of firms. In this process they identify and assess two mindsets; breadth mindset
which relates to broad, diverse and heterogenous perspectives in an executive’s mind
and depth mindset which is associated with the degree of specialization and sophis-
tication of an executive. In both studies, breadth and depth relate to the knowledge,
learning and commitment of a firm or executive towards the internationalization
process.

More recently, Vahlne and Johanson (2017) in an attempt to reflect on the evolu-
tion of their seminal work (i.e., Uppsala model) have noted that the process view
of internationalization is contingent upon the successful interaction of stability and
change, which in turn explains the paradox of considering exploitation and explo-
ration as “mutually supportive, rather than competing” (Vahlne & Johanson, 2017,
p- 1089). Although rapid growth in breadth or depth may seem logical when each
is considered in isolation, once juxtaposed they create tension and they do seem
“irrational, inconsistent, and absurd” (Smith & Lewis, 2011, p. 387). We argue that
the pursuit of concurrent internationalization speed is paradoxical because its two
dimensions (breadth and depth) are contradictory, interrelated, simultaneous and
persistent (Pant & Ramachandran, 2017). Contradictory, because the need to quickly
expand in multiple new locations comes at the expense of penetrating more deeply
in existing locations (Hutzschenreuter & Harhoff, 2020), and therefore any strategic
decisions managers make will eventually lead to trade-offs. Interrelated, as both stra-
tegic decisions use and fight for the same managerial and non-managerial resources
of the firm (Penrose, 1959) for the same purpose of growing the firm internation-
ally. This is mainly attributed to the limited financial and managerial resources firms
have and the fact that they need to strategically prioritize and assess where these
resources should be allocated or redeployed in order for the firm to achieve the best
possible returns. Simultaneous, since decisions about the breadth of international-
ization speed imply decisions for the depth of internationalization speed, and the
opposite (Pant & Ramachandran, 2017). For instance, rapid expansion in new for-
eign markets would require the deployment of experienced managerial resources
that would otherwise be needed in existing locations to further penetrate in these
markets. Finally, persistent, because decisions at a specific time do not preclude the
reiterative need for future decisions (Smith & Lewis, 2011). As an example, firms
that decide to grow their market portfolio through entering in multiple foreign mar-
kets will need to keep on investing in these in order to ensure that a good level of
commitment, engagement and learning within these markets is reached.

The assumed paradoxical perspective supports that successfully managing
seemingly conflicting strategies (i.e., breadth and depth of internationalization
speed in this study) eventually leads to increased performance (Lewis, 2000).
This perspective differs from the non-paradoxical (conventional) approach which
assumes that each of the two conflicting strategies should be considered in isola-
tion. We consider two factors related to firm rapid internationalization to be criti-
cal in confirming the relevance and applicability of the paradoxical perspective.
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First, managerial resources from a paradoxical perspective assume that manag-
ers adopt a multitasking approach where they commit to both business expan-
sion within existing markets and international expansion in new foreign markets.
Such a paradoxical perspective assumes an improvement in managerial skills and
capabilities to both sense new opportunities and replicate market knowledge to
new countries. On the other hand, in a non-paradoxical perspective, managerial
resources commit to single-tasking activities (either breadth or depth) which
restrain the ability of key managers to learn quickly (Lewis et al., 2014) and
improve their international business development capabilities. Second, learning
in the paradoxical perspective relates to a dynamic and multifaceted process as
both firms and managers concurrently learn from rapid expansion in existing and
new markets (O’Grady & Lane, 1996). However, when following a non-paradox-
ical perspective, learning in the rapidly internationalizing process is developed
by focusing on a single activity each time. Therefore, the paradoxical perspec-
tive embraces simultaneity as a process, while the non-paradoxical perspective
assumes a sequential (stepwise) approach. The former allows firms to develop
multisided capabilities and innovative approaches, thus also allowing them to
benefit from complementarities, while the latter is focused on financial discipline,
rationality and embraces the existence of trade-offs.

The aforementioned suggests that firms adopting a paradox approach in their
internationalization process by combining the two strategic dimensions of breadth
and depth are capable of achieving comparatively higher firm performance. This
appears to be in conflict with the time compression diseconomies theory (Dierickx
& Cool, 1989; Jiang et al., 2014; Vermeulen & Barkema, 2002) which suggests that
very high levels of internationalization speed result in subpar performance (Garcia-
Garcia et al., 2017; Mohr & Batsakis, 2017; Wagner, 2004; Yang et al., 2017). In
our context, acceleration of learning through entering multiple countries in a short
period of time (Mohr & Batsakis, 2018) by simultaneously (and rapidly) scaling firm
resources through market-seeking expansion can be particularly beneficial. Besides
MNE:s leveraging their existing capabilities through a deeper market penetration
(i.e., depth of internationalization speed), they equally need to deploy resources in
new markets (i.e., breadth of internationalization speed) from where they tap in new
knowledge reservoirs which will help them learn, innovate and develop new-capa-
bilities (Jiang et al., 2014; Kafouros et al., 2014). Empirical evidence shows that
a firm’s prior international experience diversity positively moderates (i.e., flattens)
the inverted U-shaped relationship between internationalization speed and firm per-
formance (Garcia-Garcia et al., 2017; Mohr & Batsakis, 2017). However, the learn-
ing benefits stemming from the rapid expansion in many new countries (breadth)
can be accompanied by substantial costs. These costs can be outweighed if the les-
sons learned from penetrating in new foreign markets can be also exploited by an
increased depth in existing markets. This suggests that a rapid expansion in breadth
has to be leveraged by an appropriate rate of expansion in existing markets (depth); a
seemingly paradoxical strategy that has the potential of creating a dynamic equilib-
rium that enhances performance (Smith & Lewis, 2011). We therefore hypothesize
that firms which adopt an approach where they rapidly and simultaneously interna-
tionalize in both breadth and depth, will show high levels of firm performance.
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Hypothesis 2: Depth of internationalization speed positively moderates (allevi-
ates) the negative relationship between breadth of internationalization speed
and firm performance.

2.4 The Moderating Role of CEO Characteristics

In the previous section we drew on paradox theory and argued that concurrent inter-
nationalization speed is positively related to firm performance. More specifically,
we contended that rapid internationalization in two paradoxical, yet interrelated ele-
ments, these of breadth and depth activities, can coexist and persist over time (Smith
& Lewis, 2011). However, what are the characteristics of senior executives who can
concurrently manage these paradoxical dimensions of internationalization speed in
order to increase organizational performance? Smith and Lewis (2011, p. 392) in
their seminal work, propose that “actors with cognitive and behavioral complexity
and emotional equanimity are more likely to accept paradoxical tensions rather than
respond defensively”. Organizations in order to tackle this paradox need to draw on
individual mindsets who will embrace paradoxical tensions and deliver in terms of
making them harmonically coexist (Miron-Spektor et al., 2018).

We argue that such paradox mindsets can be senior executives (i.e., CEOs) who
embrace and feel comfortable with paradoxical tensions. As an example, Wang et al.
(2018) find that firms can better reconcile the paradox of short-term and long-term
tensions that exist in the organization through the exercise of appropriate managerial
skills, such as expertise, connectivity and empowering leadership, that altogether
can effectively orchestrate this reconciliation. Similarly, the literature informs us that
executives working in teams experiencing higher levels of cognitive conflict tend to
produce higher-quality decision-making (Amason, 1996). Such individuals consider
tensions as opportunities instead of threats (Lewis, 2000). Therefore, we draw on
UE theory (Carpenter & Geletkanycz, 2004; Hambrick & Mason, 1984) and argue
that CEOs with specific observable characteristics and merits can more efficiently
organize and coordinate firm and managerial resources in times of extreme pressure.
The logic behind applying UE theory is based on the assumption that senior execu-
tives (i.e., CEOs) who have a certain set of skills and professional background can
better embrace and reconcile paradoxical tensions created as a result of concurrent
internationalization speed.

Hence, we argue that senior executives can draw on their intuition and mental
ability to view tensions as paradoxes rather than dilemmas (Costanzo & Di Domen-
ico, 2015; Zhang et al., 2017). In this manner they can have a deeper understanding
of contradictory elements and reach out for more integrative solutions. Given that
experiencing tensions is linked to heavy job demands (Perrewé et al., 2000) it can
be argued that executives encountering very demanding tasks “will be forced to take
mental shortcuts and fall back on what they have tried or seen work in the past”
(Hambrick, 2007, p. 336). In other words, their decision-making will vastly reflect
their backgrounds and personal characteristics. Accordingly, we expect that certain
CEO dispositions, specifically CEO international experience and level of education,
which serve as efficient proxies for constructs such as job knowledge, organizational
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socialization, and physical skills (Sturman, 2003), will moderate the relationship
between concurrent internationalization speed and firm performance. Below, we
present our logic leading to each hypothesis.

2.4.1 The Moderating Role of CEO International Experience

Retail firms adopting a high pace of concurrent internationalization are likely to
incur greater costs in terms of identifying, screening and assessing information that
is required in order for them to perform well. Such information is known to be held
by internationally experienced CEOs, who in general have developed relevant skills
and capabilities throughout their international career and work assignment (Car-
penter et al., 2001; Daily et al., 2000; Le & Kroll, 2017), as well as their unique
capability to draw on their long-term memory and utilize complex configurations
of knowledge (Rost & Osterloh, 2010). Since firm performance depends on infor-
mation and knowledge that is more likely to be found among internationally expe-
rienced executives who are more sensitive to opportunities and faster in retrieving
information related to international expansion (Nielsen & Nielsen, 2011; Tihanyi
et al., 2000), we expect that retail firms with a high concurrent internationalization
speed will perform better if they have on board internationally experienced CEOs.
Internationally experienced senior executives have more chances of demonstrat-
ing the necessary skills and international network (Fredberg, 2014) that will allow
them to reach foreign markets quickly after a firm’s inception (Reuber & Fischer,
1997). Retail firms which choose to expand quickly in foreign markets benefit from
the presence of an internationally experienced team of senior executives (Mohr &
Batsakis, 2019).

Conversely, when CEO international experience is low, retail firms will not be
as effective in terms of applying complex configurations in the internationalization
process, such as this of concurrent internationalization speed. Limited international
experience at the executive level will not bring the so much needed set of valuable
and rare knowledge and skills (Bouquet et al., 2009; Hsu et al., 2013), as tapping
into idiosyncratic foreign markets and location-bound networks and information will
be a considerably more demanding process. This moderating role of CEO interna-
tional experience on concurrent internationalization speed is summarized in the fol-
lowing hypothesis.

Hypothesis 3: CEO international experience will strengthen the positive rela-
tionship between concurrent internationalization speed (i.e., breadth and
depth of internationalization speed) and firm performance.

2.4.2 The Moderating Role of CEO Education

The relationship between concurrent internationalization speed and firm per-
formance is also influenced by the level of CEO education. Retail firms which
expand at a high concurrent internationalization speed are in need of utilizing and
tapping into managerial knowledge which will help them take fast and educated
decisions when it comes to internationalization, which in turn can have a positive
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effect on firm performance (Hsu et al., 2013). Such knowledge can be linked to
the level of education of a senior executive.

First, education has been in general associated with an increase in the abil-
ity to absorb new ideas and an increase in cognitive complexity (Herrmann &
Datta, 2005). This is particularly important in our context since concurrent inter-
nationalization speed does indicate a greater push for both greater geographi-
cal diversity and ability to augment business activity of existing operations.
Accordingly, a CEO’s education level is more likely to be a performance facili-
tator for retail firms which rapidly internationalize in two dimensions, because
it offers value-added knowledge and information which is particularly important
in resource-demanding and time-compressed processes, such as this of concur-
rent internationalization speed. Second, CEOs with a high level of education are
characterized by increased ability to dealing with complex problems (Goll et al.,
2007), which in turn makes them more capable when coping with demanding and
multisided tasks in the context of rapid internationalization. Third, the corpo-
rate finance literature has identified a positive link between CEO education and
rapid adjustment of the firm’s capital structure (Frank & Goyal, 2007), its abil-
ity to raise capital (Gounopoulos et al., 2020) and the propensity to adopt more
innovative business models to improve its performance (King et al., 2016). These
CEO education-related capabilities (i.e., rapid adjustment, easier access to capi-
tal, innovativeness) are likely to enhance firm performance by effectively manag-
ing firm rapid expansion in both new and existing markets (Casillas & Moreno-
Menéndez, 2014; Makino et al., 2002; Mohr & Batsakis, 2018).

In contrast, when the level of CEO education is low, retail firms will lack
access to important competences necessary for a rapid internationalization strat-
egy, such as information processing capacity. First, a low level of CEO education
is linked with a lower ability to tolerate ambiguity, which is a required skill when
rapidly implementing an international expansion strategy and can negatively
impact the returns associated to such a strategy. Second, a low level of CEO edu-
cation can lead to diminishing levels of strategic change as reflected by limited
changes in diversification strategy (Wiersema & Bantel, 1992). This in turn can
impose restrictions to the firm’s ability to rapidly expand in new and existing for-
eign markets and put strains on its financial performance. Therefore, we hypoth-
esise that CEO education can have a positive effect on achieving rapid interna-
tionalization in a concurrent fashion, since education enables these executives to
deal with the associated complexity and ambiguity, and to bring innovation and
strategic change to their organizations. This moderating role of CEO education on
concurrent internationalization speed is summarized by the following hypothesis.

Hypothesis 4: CEO education will strengthen the positive relationship
between concurrent internationalization speed (i.e., breadth and depth of
internationalization speed) and firm performance.

Overall, our study tests four hypotheses. Figure 1 presents the conceptual
model of our study illustrating the contingent effect of concurrent internationali-
zation speed on firm performance.
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Conceptual model

Internationalization H1

speed breadth Firm performance

H2 H3 & H4

Internationalization CEO international experience

speed depth CEO education

Fig. 1 Conceptual model

3 Data and Methods
3.1 Research Setting, Data Collection Process and Sample Characteristics

Our study’s research context is the retail sector. We consider the retail sector to be a
proper setting to test our research questions for a number of reasons. First, the retail
sector allows us to focus on the market-seeking, horizontal international expan-
sion of firms, thus allowing us to eliminate the potential effect of different expan-
sion motives. Second, the retail sector is a particularly good fit to test our research
question related to speed of internationalization. Anecdotal evidence suggests that
service-sector firms in general and retailers in particular (e.g., Zara, Tesco), due
to the increasing time-based competition they are confronted with, are more expe-
rienced and adaptive to practices related to fast expansion (Coe & Wrigley, 2007;
Ghemawat & Nueno, 2006). This automatically creates the right conditions to test
such a research question to a more homogenous group of firms. Third, service sec-
tor firms remain under-studied in IB research in contrast to manufacturing firms,
although services account for a larger share of the world’s GDP than manufacturing
(Kundu & Labhiri, 2015; Pogrebnyakov & Maitland, 2011).

Our research is based on the horizontal market-seeking international expansion of
some of the largest retail MNEs with international presence in one or more foreign
markets during the 10-year period 2003-2012. As previously stated, examination
of this period allows us to test our hypotheses under economic stability and eco-
nomic crisis conditions, as it includes the global financial crisis. This is of particular
importance for our study. Although retrenchment is a widely observable response
during crises (Bruton et al., 2003; Wenzel et al., 2020), yet the associated reduction
of business scope leads to the loss of synergistic effects and obstructs the achieve-
ment of economies of scale (de Figueiredo Jr et al., 2019). This is of particular rel-
evance to retail MNEs who greatly benefit from the economies of scale achieved
through market-seeking activities.

Since there is a large number of retailers with no international operations, we
opt for all retailers with international operations that were listed on one or more
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of the following three company rankings: (i) PlanetRetail’s Top Global 250 Retail-
ers (2012); (ii) Deloitte’s Top 250 Global Retailers (Deloitte, 2011); and (iii) UNC-
TAD’s ranking list of the top 100 transnational corporations (UNCTAD, 2012).
The amalgamation of all retailers with international operations on these rankings
resulted in a list consisting of a total of 189 large internationally operating retailers,
including firms, such as, for instance, Carrefour, Tesco, Marks and Spencer, Home
Depot, Best Buy, The Gap, and Inditex, among others. For these firms, we extracted
data for a 10-year period (2003-2012) from the PlanetRetail and ORBIS databases.
Given that on several occasions, ORBIS provided no or very limited data on some
of the 189 retailers, the initial sample was reduced to 144 firms. We next comple-
mented our firm-level data with information gathered on CEO observable character-
istics. More specifically, we subsequently gathered data on CEO characteristics from
retailers’ annual reports. We measured all CEO variables for each firm-year obser-
vation. If an annual report did not provide data on CEO characteristics, we manu-
ally collected this information from corporate websites, Bloomberg’s Businessweek,
Forbes, LinkedIn, Reuters, and similar sources. Our final sample consists of 91 retail
firms and 647 firm/year observations, which generate revenues in one or more retail
segments, including grocery, electricals and office, food service, clothing and foot-
wear, leisure and entertainment, health and beauty, and home and garden. Out of the
91 retail firms, the vast majority originate predominantly from developed markets,
while most of these firms are headquartered in the US and Canada (47.25%) and
Europe (34.07%).

3.2 Measures

In line with previous studies in the services sector (e.g., Capar & Kotabe, 2003;
Contractor et al., 2003), our dependent variable, firm performance, is measured as
the ratio of net income to total sales (ROS). This performance measure is particu-
larly relevant to the retail sector, given of course the market-seeking, horizontal
international expansion of these firms (Mohr et al., 2014), while it is relatively pref-
erable to other performance measures, since it is not spurious to accounting-related
issues occurring due to exchange rate fluctuations and cross-country differences in
regards to asset depreciation rules (Geringer et al., 1989).

To test our main hypothesis on the effect of concurrent internationalization speed
on form performance we make use of two key variables; internationalization speed
breadth and internationalization speed depth. Both variables are proxied from
established constructs of internationalization speed in the literature of temporal
internationalization, as well as in the literature with a retail-specific focus. We thus
consider that both independent variables are appropriate for the retail context of our
study. First, as a proxy for the temporal breadth activity of internationalization, we
introduce the measure of internationalization speed breadth. For this measure, we
consider the number of new countries a retail firm has entered during an interna-
tionalization episode, i.e., a one (calendar) year time window during which a firm
has expanded into at least one new overseas market (Mohr & Batsakis, 2018). We
argue that this proxy reflects on the learning endeavours of the retail firm which are
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better accumulated by the wider presence in multiple locations and exposure to dif-
ferent country settings. This measure has been used previously in a retail-specific
context. Similar to the previous variable, and in order to normalize the distribution
of the variable, a logarithmic transformation was taken. Second, we measure the
depth of internationalization speed as the average number of foreign outlets divided
by the number of years since the firm’s first international expansion (Batsakis &
Mohr, 2017; Chang & Rhee, 2011; Jain et al., 2019; Vermeulen & Barkema, 2002).
Extant literature has used this measure, also in a retail-specific context, to capture
the speed by which firms scale their operations in a foreign market and is particu-
larly suited to studying the internationalization of large MNEs (Chetty et al., 2014).
In line with March (1991), we consider that this temporal dimension of internation-
alization reflects on the retail MNE’s capability to rapidly extend its competencies
in both new and existing markets through opening up new retail stores. In order to
normalize the distribution of the variable, a logarithmic transformation was taken.

In terms of operationalization, we treat the combined effect (i.e., interaction
effect) of internationalization speed depth and internationalization speed breadth as
an effective way to assess the extent of adoption of rapid concurrent internationali-
zation speed. In a similar fashion, extant research has repeatedly used the interaction
effect between breadth and depth as a predictive variable of a firm performance out-
come. For example, Hsu and Boggs (Hsu & Boggs, 2003) decompose internation-
alization to scope and scale and test their interaction effect to assess the differential
effect of different forms of internationalization on firm performance. In the same
vein, Katila and Ahuja (2002) use the interaction effect of search depth and search
breadth to assess the distinct effects of knowledge depth and scope on firm innova-
tive performance. Similarly, Li et al. (2013) employ the interaction of breadth and
depth of internationalization to test their combinative effect on firm performance.
Finally, Bercovitz and Mitchell (2007) employ the interaction effect of product scale
and produce scope to assess long-term firm survival. Following the same logic, we
argue that a high value of the interaction between internationalization speed depth
and internationalization speed breadth depicts a high level of a firm’s commitment
towards both breadth and depth activities of the rapid internationalization process.
Our key variables are to a great extent equally distributed throughout the 10-year
period as we do not observe any substantial deviations in terms of internationaliza-
tion speed between years (i.e., internationalization events are not unequally concen-
trated between years).

We measure our moderating variables as follows. Following prior research (e.g.,
Hsu et al., 2013; Hutzschenreuter & Horstkotte, 2013; Lee & Park, 2008), we meas-
ure CEO international experience by utilizing three proxies of CEOs’ international
exposure. Specifically, we calculate the average of three dummy variables reflecting
(a) international working experience (Herrmann & Datta, 2005; Hsu et al., 2013);
(b) international education experience (Herrmann & Datta, 2005); (c) whether the
CEO was born in a foreign country (Hutzschenreuter & Horstkotte, 2013). We
thus utilized these three proxies to assess the international experience of CEOs.
In order to confirm the validity of this composite measure, we ran a confirmatory
factor analysis which revealed that the single measure of CEO international expe-
rience produces a single factor with an eigenvalue of 1.876, explaining 62.55% of
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variance, Cronbach’s alpha equalling 0.65, Composite Reliability equalling 0.83,
and Average Variance Extracted equalling 0.63. Following prior research (Datta &
Rajagopalan, 1998; Zhang & Rajagopalan, 2010) we measure CEO education via
constructing a seven-point scale variable and based on the CEOs’ highest degree
earned (i.e., 1 =high school, 2=some college, 3 =undergraduate degree, 4 =some
graduate school, 5 =master’s degree, 6 =attended a doctoral program, and 7 =doc-
toral degree).

Finally, we incorporate a number of control variables to account for additional
CEO-, country- and firm-level factors that may potentially affect firm performance.
CEO age is measured by counting the years since a CEO was born. We measure
CEO tenure by counting the number of years a CEO had been in office (Henderson
et al., 2006; Zhang & Rajagopalan, 2010; Zhang & Wiersema, 2009). Following
past studies with research in CEO origin (Zhang & Rajagopalan, 2010) we introduce
the outside CEO variable which takes the code 1 if the CEO was an outside CEO
who had firm tenure of less than two years when s/he assumed the CEO position and
0 otherwise.

We measure firms’ financial leverage by including the firm’s liquidity ratio which
is measured as the sum of cash equivalents, marketable securities and accounts
receivables divided by the current liabilities of the firm. Firm age is measured by the
year of observation minus year of inception (Chang et al., 2013). Firm size is meas-
ured using the natural logarithm of firms’ total sales in line with past research (Car-
penter & Sanders, 2004).2 Firm international experience was measured as the total
number of years a firm has operated in each different foreign country, reflecting both
the depth and breadth of firms’ accumulated international experience (Casillas &
Moreno-Menéndez, 2014; Mohr et al., 2018). We measure firms’ intangible assets
in line with prior research by computing the ratio of intangible assets to total assets
(Chang et al., 2013). We also include firm geographic scope, which is measured by
the total number of foreign countries in which the MNE has established at least one
outlet (Vermeulen & Barkema, 2002).

With regard to country-level controls, we account for the effect of cultural dis-
tance. Specifically, we use the measure of added cultural distance which represents
the distance between a newly entered country and all countries in which a firm
already operates and then taking the smallest of these distances (Hutzschenreuter
& Voll, 2008; Hutzschenreuter et al., 2014; Jain et al., 2019). To calculate this vari-
able, we use the formula developed by Kogut and Singh (1988) and the cultural val-
ues reported by Hofstede (2001). Further, we control for home market size by taking
the natural logarithm of the home country’s gross domestic product (GDP). Finally,
we introduce a dummy variable to control for the post-2008 financial crisis which
has negatively affected global trade flows in general and the retail sector in particu-
lar. This variable takes the value 1 if the respective year is after the year 2008 and 0
otherwise.

2 As an alternative measure for firm size, we also used the natural logarithm of firms’ total assets (Grant
et al., 1988). The results are very consistent.
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3.3 Estimation Method

Our data are structured as a pooled time-series cross-section. The majority of our
variables are in time-series formation (i.e., they change over time); however, we
control for possible unobserved heterogeneity (Wooldridge, 2010) by incorporating
several dummy variables that lack a time dimension (e.g., retail firms’ sector clas-
sification). We use a lagged variable approach (1-year lag) between the dependent
variable and the independent, moderating and control variables. As such, values for
our dependent variable cover the years 2004-2012, whereas values for the independ-
ent, moderating and control variables cover the years 2003-2011.

A common issue affecting panel data in general, and our dataset in particular, is
the potential of the dependent variable being autocorrelated within a panel, and as a
result the autocorrelation coefficient is likely to be different across panels. In general
terms, the adoption of a generalized least squares (GLS) estimator provides efficient
estimates for such a dataset. However, after conducting several diagnostic tests we
observed that heteroskedasticity and autocorrelation (via employing the White test
and the Wooldridge test, respectively) are issues potentially biasing the validity of
our estimates. For that reason, also following prior studies (Mohr & Batsakis, 2017,
Strike et al., 2006; Vaaler, 2011; Zhang & Rajagopalan, 2010), we employ a feasi-
ble generalized least squares (FGLS) estimator which corrects for heteroskedasticity
and panel-specific autocorrelation, via using the option of first-order panel-specific
autocorrelation (psarl).

4 Results

Table 1 presents descriptive statistics and pairwise correlations. Before we proceed
to the regression analysis, we first need to make sure that our sample does not suffer
from potential multicollinearity issues. Generally, the rule of thumb indicates that
correlation coefficients with values higher than the threshold of 0.70 are likely to be
problematic. In addition, our dataset also contains interaction effects, which are fre-
quently associated with possible presence of multicollinearity. In order to deal with
this issue, we mean-center the respective variables (Aiken & West, 1991). Also, we
compute the variance inflation factor (VIF) statistics which indicate the absence of
multicollinearity in all our models, as the highest VIF score is below the threshold
of 10.0, which is one of the most common cutoff points for the possible presence of
multicollinearity.

Table 2 presents the FGLS regression estimates predicting the contingent effect
of internationalization speed on firm performance (ROS). In hypothesis 1 we argued
for a negative effect of internationalization speed breadth on firm performance. The
results (Model 1, Table 2) show that the coefficient of the term of internationaliza-
tion speed breadth is negative and statistically significant (f=—0.255, p=0.020),
providing support for our first hypothesis.

In hypothesis 2 we argued for a positive effect of the aforementioned interaction
on firm performance. Specifically, we argued that the interaction between interna-
tionalization speed breadth and internationalization speed depth will be positive,
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Table2 Cross-sectional time-series FGLS regression on firm performance (ROS)
Model 1 Model 2 Model 3 Model 4
Coef. s.e. Coef. s.e. Coef. s.e. Coef. s.e.

CEO international —1.294%*%%  (0.488) — 1.049%* (0.461) —0.601 (0.600) —1.009%* 0.471)

experience
CEO education -0.171 (0.107) —0.126 (0.106) —0.158 (0.104) 0.169 (0.237)
CEO age —0.034* (0.020) —0.026 (0.019) —0.016 (0.019) —-0.013 (0.020)
CEO tenure 0.012 (0.024) 0.009 (0.023) —0.009 (0.020) —0.008 (0.023)
Outside CEO 0.085 (0.221) 0.107 (0.211) 0.077 (0.206) 0.161 (0.221)
Liquidity ratio 1.717%%* (0.300) 1.638%#* (0.302)  1.663%%** (0.300) 1.612%#% (0.305)
Firm age 0.015%#* (0.004) 0.017%%#* (0.004)  0.017%** (0.003) 0.015%%* (0.004)
Firm size 0.119 (0.086) 0.096 (0.087) 0.101 (0.087) 0.113 (0.088)
Firm int. experience  —0.012%**  (0.002) —0.011%*  (0.002) —0.011*%*  (0.002) —0.011#%* (0.002)
Intangible assets —0.057*%*  (0.013) —0.057#*  (0.012) —0.054***  (0.011) —0.052%%* (0.012)
Geographic scope 0.105%3* (0.016) 0.0907%# (0.017)  0.075%#* (0.017) 0.080%* (0.017)
Added cultural —0.048 (0.118) —-0.061 (0.116) —0.070 (0.115) —0.088 (0.122)

distance
(Ln) Home market ~ —0.365%*  (0.149) —0.310%* (0.151) —-0.225 (0.147) —0.275% (0.153)

size
Financial crisis 0.563%* (0.269) 0.531%* (0.265)  0.600%* (0.259) 0.641%* (0.277)
Internationalization ~ —0.255%*  (0.109) —0.791%%%  (0.298) —0.592%* (0.334) 2.695%* (1.389)

speed breadth

(HI)
Internationalization ~ 0.102 (0.084) 0.103 (0.083) 0.186* (0.097) 0.614%* (0.290)

speed depth
Internation- 0.145%* (0.073)  0.080* (0.079) —0.922%%  (0.370)

alization speed

breadth X Inter-

nationalization

speed depth (H2)
Internation- 0.557%** (0.315)

alization speed

breadth X Inter-

nation-

alization speed

depth x CEO

international

experience (H3)
Internation- 0.217%%* (0.075)

alization speed

breadth X Inter-

nation-

alization speed

depth x CEO

education (H4)
Constant 18.150%**  (4.081) 16.238%%* (4.149) 13.366%** (4.049) 13.103%%* (4.332)
Wald Chi® 2129.55%k* 2909.80%3* 3(078.33 %k 2405.08 %%

FGLS estimator that is robust to first-order panel-specific autocorrelation (AR1) and heteroskedasticity;
*p<0.10; ¥**p<0.05; ***p<0.01; one-tailed tests for independent and moderating variables; two-tailed
tests for controls; Model 3 includes the interaction terms of Internationalization speed breadth x CEO
international experience, Internationalization speed depth X CEO international experience; Model 4
includes the interaction terms of Internationalization speed breadth X CEO education, Internationaliza-
tion speed depth X CEO education; The estimates are not reported for brevity; Year and industry dum-
mies are included in all models but their estimates are not reported for brevity; all variables are lagged
1 year; Number of observations =647; Number of firms=91

@ Springer



448 G. Batsakis, V. Theoharakis

thus we expect the initially negative relationship between internationalization speed
breadth and firm performance to attenuate and turn into a positive one. As may be
observed, and in alignment with this hypothesis’ expectations, the coefficient for the
term of the interaction term between internationalization speed breadth and interna-
tionalization speed depth (Model 2, Table 2) is positive and statistically significant
(B=0.202, p=0.003), providing support for our second hypothesis. To better under-
stand the aforementioned effect, we proceed to the graphic illustration of the predic-
tive margins of the estimated coefficient. Figure 2 shows that firms with high inter-
nationalization speed depth experiencing a high level of internationalization speed
breadth perform better as they see an increase in their performance.’> On contrary,
firms with low internationalization speed depth experiencing a high level of interna-
tionalization speed breadth see a substantial decrease in their performance.

With regard to hypothesis 3, we argued that CEO international experience will
strengthen the positive relationship between the interaction of internationalization
speed breadth and internationalization speed depth (concurrent internationalization
speed) and firm performance, in a way that firm performance will increase at high
levels of concurrent internationalization speed. The results of Model 3 in Table 2
provide support for hypothesis 3, since the interaction term of concurrent interna-
tionalization speed and CEO international experience (i.e., triple interaction) is posi-
tive and statistically significant (B=0.557, p=0.038). This result indicates that the
moderating effect of CEO international experience further improves the positive
relationship between concurrent internationalization speed and firm performance.
We thus conclude that hypothesis 3 is supported. In an attempt to better understand
the moderating effect of CEO international experience, and in order to infer some
practical implications from this relationship, we present the graphic illustration of
the predictive margins of this relationship. Figure 3 shows that for high levels of
CEO international experience and internationalization speed depth, the relationship
between internationalization speed breadth and firm performance improves substan-
tially. Specifically, the marginal effect on firm performance is positive, while for the
rest of the cases the marginal effect is negative.

In hypothesis 4, we argued and predicted that CEO education will positively
moderate the relationship between concurrent internationalization speed and firm
performance, in a way that firm performance will be higher at high levels of all three
variables (i.e., CEO education, internationalization speed breadth and internation-
alization speed depth). Specifically, the coefficient of the three-way interaction term
(Model 4, Table 2) is positive and statistically significant (8=0.217, p=0.00185).
We thus conclude that our results support hypothesis 4. Figure 4 shows that for
high levels of CEO education and internationalization speed depth, the relationship
between internationalization speed breadth and firm performance improves substan-
tially. Specifically, the marginal effect on firm performance is positive, also having
the highest marginal effect on average.

3 In order to distinguish between low and high values of our independent variables and moderators, we
follow prior research and use percentiles (low =25%, high=75%) as a cut-off point (Smit et al., 2017;
Yang et al., 2012).
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Fig.2 The interaction effect of internationalization speed breadth and internationalization speed depth
on firm performance (ROS)

4.1 Robustness Tests

In order to test the sensitivity of our results we proceed to some further analyses
where we incorporate alternative variables or restrict the sample’s observations.
First, given the nature of our independent (internationalization speed breadth) and
moderating variable (internationalization speed depth), there are cases of extreme
values (outliers) on the upper level that might create some noise in the estimation
of our models. For that reason, we decided to remove the upper 1% of their values
and then re-estimate our models. After removing these outliers, the results remained
very consistent, proving that the original sample is robust regardless the presence of
some inflated values of these key variables. Table 3 (Appendix) reports the results.
These are consistent with the results reported in Table 2.

Second, given the fact that one of the CEO-related moderating variables is a com-
posite measure, being assessed and calculated based on three elements of CEO inter-
national experience, we decide to break down this composite measure to three binary
variables (CEO born abroad, CEO educated abroad, CEO worked abroad). Although
the relative reliability score indicates that the composite measure of CEO interna-
tional experience is reliable, in line with extant research (Piaskowska & Trojanow-
ski, 2014) we explore whether some elements of the construct are relatively more or
less efficient in explaining the relationship between concurrent internationalization
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Fig.3 The moderating effect of CEO international experience on the relationship between internationali-
zation speed breadth and internationalization speed depth and firm performance (ROS)

speed and firm performance. The results show that two out of three elements (CEO
educated abroad and CEO worked abroad) have a positive and significant moderat-
ing effect on the relationship between concurrent internationalization speed and firm
performance. Overall, these results provide further support for the applicability and
reliability of the CEO international experience composite measure, while we under-
stand even better the importance of CEO professional and educational experience,
as far as the international exposure of a manager is concerned. Table 4 (Appendix)
presents the results.

Third, although our independent variable’s operationalization (i.e., the interaction
of internationalization speed breadth and internationalization speed depth) is differ-
ent from these of extant studies on the performance effects of internationalization
speed, we considered that since a large number of recent empirical studies find a
curvilinear effect between internationalization speed and firm performance (see for
example, Garcia-Garcia et al., 2017; Hilmersson & Johanson, 2016; Mohr & Batsa-
kis, 2017; Powell, 2013; Wagner, 2004; Yang et al., 2017) we should also consider
adding the quadratic term of the interaction term (concurrent internationalization
speed) in our model. However, in our case the coefficient of the quadratic terms of
the interaction was not statistically significant. Therefore, we are in position to con-
firm the initial linear specification. The estimates following the quadratic specifica-
tion can be found under Table 5 (Appendix).

@ Springer



Achieving the Paradox of Concurrent Internationalization... 451

Firm performance (ROS%)

Internationalization speed breadth

Low internationalization speed depth, Low CEO education
— — Low internationalization speed depth, High CEO education
————— High internationalization speed depth, Low CEO education
High internationalization speed depth, High CEO education

Fig.4 The moderating effect of CEO education on the relationship between internationalization speed
breadth and internationalization speed depth and firm performance (ROS)

4.2 Accounting for the Impact of the 2008 Financial Crisis

Given that the time context of our research falls within the period of the global
financial crisis (i.e., the years after 2008), as well as considering that the retail sector
has been heavily affected by the crisis, we proceed to a sensitivity analysis to assess
whether our results are robust both in the pre-crisis and during-crisis period.* The
descriptive statistics initially confirm this assumption as the average firm perfor-
mance for the period before and during crisis is 7.72% and 7.17% respectively (i.e.,
a decrease of 7.12%). However, when it comes to internationalization speed, the sta-
tistics reveal that retailers have on average expanded faster internationally during
crisis (we find an average increase of 23.07% in internationalization speed breadth
as well as an average increase of 8.99% in internationalization speed depth). Our
subsample analysis in the pre-crisis period, provides clear evidence that the paradox
of concurrent internationalization speed is strong, since the estimates for that period
are very consistent with the main findings (Table 6 in the Appendix). However, the
subsample analysis for the during-crisis period shows that the levels of significance
for the three interaction effects drop (Table 7 in the Appendix).

4 We would like to thank one of the anonymous reviewers for stressing the importance of assessing the
impact of the 2008 financial crisis.
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5 Discussion

In this paper we revisited the link between internationalization speed and firm
performance. Extant research has been heavily drawing on the incremental
internationalization literature (e.g., Barkema & Drogendijk, 2007; Johanson &
Vahlne, 1977) to explain this phenomenon. In this study we drew on the paradox
perspective and argued that firms can increase their performance by rapidly grow-
ing their international presence concurrently by breadth and depth. Our examina-
tion of retail MNEs demonstrates, as hypothesized, that a positive relationship
exists between the interaction of the two dimensions of internationalization speed
(breadth and depth of internationalization speed) and firm performance. This sug-
gests that while indeed incremental internationalization is a sensible approach as
has been repeatedly demonstrated (Johanson & Vahlne, 1977, 2009) and also con-
firmed in our base hypothesis (hypothesis 1), the adoption of a concurrent rapid
internationalization strategy also leads to high levels of financial performance (as
confirmed in hypothesis 2).

Our investigation on concurrent internationalization speed and firm perfor-
mance did proceed in more depth and sought to identify CEO characteristics that
are linked with embracing the underlying paradoxical tensions and lead the firm
to superior levels of performance (Heracleous & Wirtz, 2014). Executives who
better manage to successfully operate in extremely challenging circumstances,
such as in the case of concurrent internationalization speed, do share similar
characteristics, such as international experience and a rich educational back-
ground. These characteristics stress the value of CEO international experience,
as experiential knowledge can trigger their mental abilities to draw on their long-
term memory and established international network in order to handle complex
situations in the internationalization process. Similarly, well-educated CEOs can
be successful when it comes to rapidly expanding in two international dimen-
sions (i.e., breadth and depth activities) at the same time. The findings confirm
that the mental capacity of such CEOs can help them quickly process relevant
information and achieve strategic change in a context characterized by increased
complexity. Overall, our findings are consistent with the call that we need para-
dox savvy executives (i.e., executives with increased mental capacity cultivated
through international exposure and high level of education), as they can better
deal with particularly complex strategic situations (Waldman & Bowen, 2016).

We therefore find that retail firms can benefit financially from high levels of
concurrent internationalization speed in times of economic stability and prosper-
ity, but in times of financial crisis they seem not to enjoy the same benefits by
investing in the potentially demanding learning processes associated with both
dimensions of internationalization speed. However, since our results are not sta-
tistically significant during the financial crisis (neither negative nor positive),
they provide no evidence that such a concurrent speed is harmful during such
periods. This finding could potentially lend support to a strategy of persevering
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instead of retrenching during times of crises and implies that preserving a con-
current internationalization speed status quo could be a sensible strategy (Wenzel
et al., 2020). That said, the fact that we fail to find statistical significance for
the post-crisis period does not allow us to make direct inferences and offer safe
conclusions. This is also due to the fact that the post-2008 financial crisis did
not ultimately end in 2012. Instead, the global economy did suffer from a double
dip recession immediately after the 2008 financial crisis. Accordingly, one could
assume that the longer than initially anticipated time duration of the financial
crisis could have affected internationalizing firms even more adversely. Unfortu-
nately, our lack of data beyond that period does not allow us to examine the mag-
nitude and severity of the financial crisis on the relationship between concurrent
internationalization speed and firm performance.

5.1 Theoretical Implications

Our study’s findings make important theoretical contributions to the literature of
international strategy in general and the temporal dimension of internationalization
in particular. It does so by, first, highlighting the complexity and multidimensional-
ity of internationalization speed as a process through the introduction and simul-
taneous assessment of two dimensions of internationalization speed (breadth and
depth), and second, its positive impact on firm performance.

First, although multiple dimensions of internationalization speed have been iden-
tified and examined in extant literature (e.g., Chetty et al., 2014; Hilmersson &
Johanson, 2016; Meschi et al., 2017), none of these studies have attempted to assess
the interaction of such process-oriented speed dimensions with respect to their
impact on firm performance. We consider that the interaction of different process-
oriented dimensions of internationalization speed (breadth and depth) is critical for
better understanding the theoretical and practical implications of this phenomenon.
This is the literature gap that our study addresses and attempts to fill in.

Second, the mainstream international strategy literature exploring the relationship
between internationalization speed and firm performance has been almost exclu-
sively relying on traditional theories, such as that of the Uppsala model (e.g., Meschi
et al., 2017), the theory of the growth of the firm and the resource-based view (e.g.,
Chang & Rhee, 2011; Mohr & Batsakis, 2017), organizational learning theory (e.g.,
Garcia-Garcia et al., 2017), and perspectives embedded in the BG literature (e.g.,
Hilmersson & Johanson, 2016). Through drawing insights from paradox theory
(Pant & Ramachandran, 2017; Smith & Lewis, 2011; Zaheer & Hernandez, 2011),
our study adds a new theoretical perspective in the discussion on the relationship
between internationalization speed and firm performance. Our work thus contrib-
utes through taking an interdisciplinary approach towards studying an IB-focused
research question. Paradox theory is a multifaceted theory that can assist in unveil-
ing the relevant mechanisms and explain complicated processes more effectively. In
this regard, its application in IB- and strategy-related studies merits further attention
in future research.
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Third, our findings also stress the important role of CEOs in facilitating the pro-
cess of concurrent internationalization speed and its impact on firm performance.
Although scholars have researched the contingent role of internationalization speed
on firm performance (Garcia-Garcia et al., 2017; Mohr & Batsakis, 2017; Yang
et al., 2017), to the best of our knowledge there is no prior work investigating the
aforementioned relationship with a focus on CEO characteristics. Therefore, firms
that seek to embrace the paradox of concurrent internationalization speed should
place particular care in their CEO selection. By unveiling the critical role of CEOs,
our study makes an important contribution in the UE research with regard to why
and how CEO backgrounds might facilitate the temporal dimension of the interna-
tionalization process of MNE:s. In this manner, it can also be argued that our study
provides further support to the Uppsala model (Johanson & Vahlne, 2009) since this
model explains internationalization as a process of learning through the accumula-
tion of experience and knowledge (Hutzschenreuter & Matt, 2017). More specifi-
cally, we demonstrate that a CEO with the relevant experience can facilitate rapid
concurrent internationalization and bridge the knowledge gap of the MNE.

5.2 Managerial Implications

The findings of this study offer several practical implications. First, this study proves
that seemingly contradictory and challenging firm strategies that traditionally com-
pete for the same MNE resources can be jointly determined and leveraged in order
for the firm to increase its performance. Managers should thus identify and embrace
in such cases paradoxical thinking so their organizations benefit from the interac-
tion of contradictory, yet reconciling forces which, when they coexist, can lead to
dynamic and paradoxical unity (Fang, 2012). Second, managers responsible for the
international development and expansion of their firms’ activities need to distinguish
between the breadth and depth dimensions of internationalization speed, as these
two dimensions contribute differently in the learning process and performance of the
organization. Third, even when firms demonstrate the required competencies to ben-
efit from the concurrent effect of the two different dimensions of internationalization
speed, it is suggested that the latter is supported by relevant knowledge absorption
capabilities (Theoharakis et al., 2019). Such capabilities are inherent knowledge and
valuable information that capable senior leaders (CEOs) have acquired throughout
their professional career and can be assessed by the level of their international expo-
sure and education. Finally, managers need to be aware that during financial crises,
preserving a high level of concurrent internationalization speed strategy may not nec-
essarily lead to the same positive results in the short-term. However, our findings do
not provide evidence that such a strategy might be harmful either.

5 We would like to thank one of the anonymous reviewers for making this suggestion.
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5.3 Limitations and Avenues for Future Research

Our study has limitations that offer opportunities for future research. First, while
our data encompass rich information on observable characteristics of CEOs, these
are effectively used as proxies for executives’ ability to manage tensions in strategic
decision-making. However, the depth of knowledge towards understanding the effect
of managerial skills and cognitions on tensions-related strategic decision-making
could be further extended with the examination of CEO cognition and psychol-
ogy-related traits (Zhang et al., 2017). Such information can provide an even more
explicit view on how CEO traits facilitate the reconciliation of paradoxical tensions
in strategic decision-making. Second, our research setting is purely based on the
largest retail MNEs whose purpose is mainly to benefit from market-seeking activi-
ties. As a result, generalizations on the implications of our findings towards other
industries which for example are characterized by resource- or efficiency-seeking
motives, cannot be easily made. Therefore, future research may examine whether
the effect of concurrent internationalization speed on firm performance remains a
positive one across industries. Third, the fact that our data is available only up to the
year 2012 means that we cannot offer insights on more recent trends. Although this
is an important limitation, we consider that the longitudinal setting and the 10-year
period we cover do compensate for this particular weakness.

In conclusion, we believe that this empirical study is the first to simultaneously
examine the performance implications of two different, but equally important, pro-
cess-related dimensions of rapid internationalization strategy. Also, to the best of
our knowledge, our study is the first to examine how CEO observable characteris-
tics can moderate the positive effects stemming from concurrent internationalization
speed. Our findings enhance the understanding of how rapidly internationalizing
firms in two dimensions (breadth and depth) can more efficiently achieve their finan-
cial goals, while we believe that our (empirical and conceptual) approach to view
internationalization speed as a multidimensional phenomenon can encourage more
future research towards examining this increasingly important research topic.
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Appendix
Table 3 Cross-sectional time-series FGLS regression on firm performance (ROS)—excluding outliers
Model Al.1 Model A1.2 Model A1.3 Model Al.4
Coef. s.e. Coef. s.e. Coef. s.e. Coef. s.e.
CEO International —1.269%** (0.475)  —1.026%* (0.451) —0.487 (0.592) —0.934**  (0.476)
experience
CEO education —-0.145 (0.106)  —0.087 (0.106) —0.151 (0.104) 0.146 (0.238)
CEO age —0.040%*  (0.020)  —0.029 (0.019) -0.017 (0.019) -0.018 (0.020)
CEO tenure 0.017 (0.024)  0.014 (0.023) —0.006 (0.019) —0.001 (0.023)
Outside CEO 0.056 (0.220)  0.059 (0.213) 0.034 (0.212) 0.082 (0.223)
Liquidity ratio 1.748%%** (0.300) 1.662%#*  (0.302) 1.671***  (0.299) 1.628***  (0.305)
Firm age 0.014%%* (0.004)  0.017***  (0.004) 0.017*%F  (0.003) 0.016***  (0.004)
Firm size 0.126 (0.085)  0.096 (0.086) 0.091 (0.086) 0.111 (0.087)
Firm int. experience —0.011%* (0.002)  —0.011*** (0.002) —0.010%** (0.002) —0.011*** (0.002)
Intangible assets —0.054%** (0.013)  —0.054*** (0.012) —0.051*** (0.011) —0.049*** (0.012)
Geographic scope 0.101%%** (0.016)  0.084***  (0.016) 0.072***  (0.016) 0.072***  (0.017)
Added cultural —0.054 (0.118)  —0.055 (0.114) —0.068 (0.113) —0.087 (0.120)
distance
(Ln) Home market —0.359%*  (0.149)  —0.302*%*  (0.152) —0.205 (0.147) —0.265* (0.155)
size
Financial crisis 0.487* (0.267) 0418 (0.262) 0.475% (0.261) 0.514* (0.276)
Internationalization —0.197* (0.113)  —0.938*** (0.299) —0.759**  (0.340) 2.427%** (1.390)
speed breadth
Internationalization 0.108 (0.084)  0.098 (0.082) 0.185%* (0.097) 0.499%* (0.294)
speed depth
Internation- 0.202%3 (0.075)  0.140%* (0.086) —0.796*** (0.374)
alization speed
breadth X Interna-
tionalization speed
depth
Internation- 0.440%* (0.319)
alization speed
breadth X Interna-
tionalization speed
depth x CEO inter-
national experience
Internation- 0.20] #** (0.076)
alization speed
breadth X Inter-
nationalization
speed depth x CEO
education
Constant 17.875%**  (4.045) 15.901%**  (4.130) 12.873**%* (3.986) 13.027*** (4.342)
Wald Chi? 1701.98 2151.82%*%* 2194.06%** 1932.56%**

FGLS estimator that is robust to first-order panel-specific autocorrelation (AR1) and heteroskedas-
ticity; *p<0.10; **p<0.05; ***p<0.01; one-tailed tests for independent and moderating variables;
two-tailed tests for controls; Model Al.3 includes the interaction terms of Internationalization speed
breadth X CEO international experience, Internationalization speed depth X CEO international experi-
ence; Model A1.4 includes the interaction terms of Internationalization speed breadth X CEO education,
Internationalization speed depth X CEO education; The estimates are not reported for brevity; Year and
industry dummies are included in all models but their estimates are not reported for brevity; all variables
are lagged 1 year. Number of observations =638; Number of firms =91
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Table5 Cross-sectional time-series FGLS regression on firm performance (ROS)—exploring quadratic

effects
Model A3.1
Coef. s.e.
CEO international experience —1.207**%*  (0.440)
CEO education —0.195% (0.107)
CEO age —-0.033* (0.019)
CEO tenure 0.006 (0.022)
Outside CEO 0.005 (0.221)
Liquidity ratio 1.878%##* (0.294)
Firm age 0.016%** (0.004)
Firm size 0.061 (0.082)
Firm int. experience —0.012%** (0.002)
Intangible assets —0.055%*%* (0.012)
Geographic scope 0.107%%* (0.016)
Added cultural distance 0.000 0.114)
(Ln) Home market size —0.269* (0.148)
Financial crisis 0.591%* (0.268)
Internationalization speed breadth —-1.795 (1.669)
Internationalization speed breadth squared 0.285 (1.698)
Internationalization speed depth —0.184 (0.247)
Internationalization speed depth squared 0.057 (0.046)
Internationalization speed breadth X Internationalization speed depth 1.036 (0.946)
Internationalization speed breadth squared X Internationalization speed depth -0.357 (0.862)
Internationalization speed depth squared X Internationalization speed breadth —0.128 (0.127)
Internationalization speed breadth squared X Internationalization speed depth 0.054 (0.102)
squared

Constant 16.550%**  (3.976)
Wald Chi? 2114.49%x

FGLS estimator that is robust to first-order panel-specific autocorrelation (AR1) and heteroskedasticity;
Year and industry dummies are included in all models but their estimates are not reported for brevity; all

variables are lagged 1 year. Number of observations =647; Number of firms=91
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