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Abstract

Despite their digital nature, leading and globally expanding e-commerce firms
establish a physical presence in select countries over time to implement full local
operations and management. However, we know surprisingly little about the driv-
ers of such wholly owned foreign direct investment decisions in certain countries,
while other countries are served virtually. This study proposes a framework for the
specific, business model-related firm- and host-country antecedents of e-commerce
firms’ wholly owned foreign direct investment. We employ novel data concerning
1,726 operation modes chosen by the 241 leading e-commerce firms in Europe from
2010-2020 and apply multilevel modeling. In contrast to manufacturing firms, the
insights reveal how e-commerce firms leverage previously unknown online expe-
rience capabilities to inform foreign direct investment decisions, challenging the
currently questioned role of experience in international business research on digi-
tal firms. Moreover, business model-related country-level antecedents, such as
host country logistics performance, the internet user population, or the rule of law,
also explain such decisions differently. These findings contribute to the emerg-
ing research on digital firms’ internationalization and have direct implications for
e-commerce managers interested in the drivers of foreign direct investment but also
for manufacturers. The latter increasingly use e-commerce firms for their own inter-
national expansion, whereas policymakers aim to attract growing e-commerce firms
to establish their own presence in host countries.

Keywords E-commerce firms - Foreign direct investment - Logistics performance -
Internet use - Rule of law - International online experience - Multilevel modeling
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1 Introduction

Dynamic digitalization has sparked a debate on its impact on IB research and
theory (e.g., Stallkamp et al., 2023; Yang et al., 2025). While most firms are
affected, virtual expansion strategies are particularly evident among e-commerce
firms (ECFs), i.e., firms selling physical goods via own online shops or market-
places to consumers (reaching 23% of global retail sales in 2027; ITA, 2024).
They mostly internationalize virtually, have immediate access to markets at low
cost, and also offer new digital expansion opportunities for manufacturers (e.g.,
Gong et al., 2024). However, leading ECFs add selective physical presences over
time. For example, serving 150 countries virtually, Amazon (2024), is present in
21 countries with wholly owned foreign direct investments (FDI, i.e., websites
with a local domain, language, currency, and investments in own physical assets,
such as warehouses and subsidiaries). Alibaba (2024) has FDI in 11 countries;
Rakuten (2024) has FDI in four countries. Such selective choices offer ECFs local
advantages such as penetration of markets through adapted offers and same-day-
delivery services, local images, or management (e.g., Batsakis et al., 2023a; Hua
& Wu, 2024). IB research assumes that digitalization reduces the importance of
firms’ experience or country barriers and facilitates rapid virtual internationaliza-
tion (e.g., Schu et al., 2016). However, this nascent research has hardly addressed
ECFs’ FDI, which is also important to digital firms. This study provides a first
theory-based understanding of ECFs’ FDI and helps establish an empirical base-
line for research on digital firms’ internationalization (Stallkamp et al., 2023;
Verbeke et al., 2018). ECFs’ specific digital and physical business model affects
ECFs’ FDI differently than the production-based FDI of manufacturers does (e.g.,
Brouthers et al., 2022). Thus, we seek novel insights by linking ECFs’ virtual
and physical business model elements, i.e., yet unknown specific online learning
capabilities and host country barriers in FDI. Extending refined internationaliza-
tion process models, we explore why ECFs pursue FDI despite virtual options or
low country barriers and whether virtual presence provides sufficient learning to
make FDI decisions (e.g., Swoboda & Sinning, 2022).

Empirical studies have mainly addressed FDI among manufacturers (e.g.,
meta-analyses by Cuervo-Cazurra et al., 2023; Wan et al., 2023) and service or
IT firms. The latter, for example, highlight traditional antecedents of FDI, such
as institutional distance (Picot-Coupey et al., 2014; Sanchez Peinado & Pla Bar-
ber, 2006), host country or FDI experience (Evans et al., 2008; Pla-Barber et al.,
2014), and firm size or market attractiveness (Czinkota et al., 2009; Ekeledo &
Sivakumar, 2004a). For digital firms, especially ECFs, only a few studies exist
on various decisions. Examples include the roles of distances or capabilities in
ECFs’ internationalization speed (Luo et al., 2005; Schu et al., 2016) or of dis-
tances in market selection (Schu & Morschett, 2017). For entry choice, distances
have been shown to be relevant (Lee et al., 2023; Rothaermel et al., 2006), along-
side reputation for geographic scope (Kotha et al., 2001). Country-level anteced-
ents were addressed by three studies on speed (e.g., legal factors, internet use;
Luo et al., 2005), market selection (e.g., rule of law (ROL), market attractiveness;
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Schu & Morschett, 2017), and market entry (culture; Rothaermel et al., 2006).
Virtual presence, i.e., dot-com vs. local domains, was shown to be influenced by
the entrepreneurial orientation of small exporting manufacturers only (Ipsmiller
et al., 2022); FDI vs. other modes were linked to the institutional distances of
digital firms only (Stallkamp et al., 2023). No study on ECFs has considered vir-
tual vs. physical presence. Conceptual papers refer to new theoretical anteced-
ents and virtual modes (Brouthers et al., 2022), whereas other papers question the
novelty of both for ECFs (Hennart, 2022).

Despite this controversy, a surprising research gap exists in the literature on
digital firms’ FDI. While earlier studies expected the internet to replace physical
presence (e.g., Sinkovics et al., 2013), scholars have recently argued that ECFs and
platforms can obviate market-seeking FDI (e.g., Stallkamp et al., 2023; Yang et al.,
2025). However, practical evidence reveals that ECFs establish selected physical
presences over time, which fewer scholars have noted, leading to calls for closer
examination of ECFs’ local asset decisions owing to their growing relevance and
specific hybrid (digital and physical) business model (e.g., Batsakis et al., 2023a;
Swoboda & Sinning, 2022). We address this gap by analyzing an important research
question: Whether and how strongly do specific firm- and host country-level factors
drive ECFs’ choice of wholly owned FDI? In theorizing respective effects, we add to
mode choice research of digital firms and offer two contributions to literature.

First, in light of ECFs’ specific business model, we expand theoretical discussions
of physical market presence in the emerging research on digital firms. Their market-
seeking FDI differs from manufacturers’ FDI focus on wholly owned production
subsidiaries abroad or the online presence of small manufacturers often studied in
IB (e.g., Ipsmiller et al., 2022; Tolstoy et al., 2023), as those lacking online knowl-
edge or commerce skills also turn to ECFs abroad (Gong et al., 2024). Although
ECFs can ship from abroad, only a physically present business can facilitate locally
adapted goods, prices or services, management, or relationships with customers,
authorities, or suppliers (Batsakis et al., 2023a; Mueller & Swoboda, 2025). As
ECFs physically move goods, they also differ from IT firms such as Google or Ora-
cle and i-business firms such as Netflix or eBay (Lee et al., 2023; Paul & Gupta,
2014). Such firms’ offers and customer interactions are usually digital with different
FDI requirements that support a scaling of platforms via data centers or cloud infra-
structure (Brouthers et al., 2022). ECFs’ specific hybrid business model requires an
analysis of specific FDI decisions. This calls for developing theoretical rationales
on the antecedents of ECFs’ decisions to add a physical presence in a country or not
(Meyer et al., 2023).

Second, we contribute novel insights to the literature on digital internationaliza-
tion concerning the joint role of firm- and country-level antecedents of FDI (which
is generally rarely done in FDI research, e.g., Wan et al., 2023). We address research
calls to clarify to what extent ECFs’ FDI depends on specific online capabilities and
external barriers (e.g., Meyer et al., 2023; Tolstoy et al., 2021). In particular, at the
firm level, we know that distances affect various decisions of ECFs, whereas the role
of experience in digital firms’ internationalization has been debated (e.g., Gabriels-
son et al., 2022; Pezderka & Sinkovics, 2011). We challenge skeptics by highlight-
ing ECFs’ specific online capabilities and path-dependent virtual learning over time
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(e.g., in general and in host countries; Swoboda & Sinning, 2022). We newly theo-
rize that, unlike offline firms, ECFs gain experience digitally from successful offers,
promotions, or local online interactions with consumers that allow them to exploit
FDI opportunities, for example. We provide a first understanding of such unknown
online learning mechanisms for a physical presence, as research on this topic has
been limited, despite the growth of digital businesses (Gong et al., 2024). At the
country level, specific antecedents of ECFs’ business model abroad seem obvious:
host countries’ logistics, internet users, or ROL. We theorize that these match the
logic of specific barriers or location advantages in digital markets for ECFs’ hybrid
business model (e.g., Dunning & Wymbs, 2001; in difference to those most often
studied for manufacturers, Pezderka & Sinkovics, 2011). Only macroeconomic stud-
ies have discussed specific logistics or internet barriers, with contradictory findings
for export vs. FDI flows. Finally, we also respond to calls for adopting hierarchical
modeling when analyzing firm- and country-level drivers of digital firms’ interna-
tionalization (e.g., Surana et al., 2024).

The remainder of this study proceeds as follows. Drawing on conceptualizations
and theory, we derive and test hypotheses based on 1,726 mode decisions over 11
years corresponding to 241 ECFs originating in 22 home countries. After the results
are presented, we provide implications and directions for further research.

2 Conceptualization, Theory, and Hypotheses
2.1 Operation Modes of ECFs

Operation modes represent governance structures that allow firms to implement
their business model in host countries differently (e.g., Brouthers et al., 2022). We
conceptualize ECFs’ decisions regarding virtual vs. physical presence for several
reasons that are specific to ECFs. The business model and internationalization of
ECFs are based on a virtual presence with digital learning but require physical dis-
tribution, such as “last-mile” logistics and locally adapted offers (e.g., Meyer et al.,
2023). While IB research has discussed many drivers of manufacturers’ FDI, we
rethink this decision for digital firms and advance theory on how ECFs’ operation
mode decisions are made. ECFs may simplify (mode) decisions to practical deci-
sions (Pan & Tse, 2000). The latter, we argue, ultimately focus on whether a physi-
cal presence should be added and define whether the business model can be fully
transferred abroad.

Virtual presence among international ECFs refers to country-specific websites
(e.g., dot-uk domain, language, currency) where goods are shipped from abroad
(whereas dot-com domains are not host country specific; Hua & Wu, 2024; Ipsmiller
et al., 2022; Swoboda & Sinning, 2022). This also applies to ECFs’ cooperation with
contractual or local service providers that are partly strategically controlled (e.g.,
networks), which remain export-based (Hennart, 2022). Joint ventures with shared
operational control are rare and atypical (e.g., Brouthers et al., 2022; Mueller &
Swoboda, 2025, and in our data). Physical presence refers to wholly owned FDI that
is specific to ECFs’ business needs, i.e., local domains and long-term investments
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in physical assets that facilitate the local replication of the business model (e.g.,
Stallkamp et al., 2023). Specific examples include wholly owned warehouses that
focus on last-mile delivery and marketing subsidiaries that facilitate local customer
relationship management and offers (e.g., assortments, prices, customer service,
Tolstoy et al., 2021). However, establishing such a physical presence depends on
local market knowledge and specific infrastructure (e.g., Ahi et al., 2023).

2.2 Theory and ECFs’ Specific Antecedents

The only study on digital firms’ FDI theoretically explains the role of distance
for FDI on the basis of the transferability of complementary resources abroad
(Stallkamp et al., 2023). We extend this view and refer to capability and redefined
internationalization process reasoning (major theories in research on the internation-
alization of digital firms, e.g., Cahen & Borini, 2020; Vahlne & Johanson, 2017,
Yang et al., 2025). We theorize that ECFs can scale and transfer online capabilities
and leverage digital learning as a path-dependent process in FDI (Schu & Morschett,
2017). ECFs’ experiences from virtual presence, which are distinct from traditional
learning through the physical presence of manufacturers, for example (e.g., Coviello
et al., 2017), determine their decisions to add physical presence in selected countries
over time. We make both theories applicable to explaining ECFs’ FDI decisions,
offering novel rationales for facilitating digital capability transfer and opportunity
recognition via virtual presence and focused exploitation with FDI (e.g., Swoboda
& Sinning, 2022; Vahlne & Johanson, 2017). In particular, we offer rationales on
the relative value and limits of different types of online experience capabilities and
clarify the questionable role of experience in digital firms (Pezderka & Sinkovics,
2011). As both theories only implicitly consider country factors, we complementa-
rily theorize business model-specific rationales on barriers and location advantages
for ECFs (Dunning & Wymbs, 2001). This supports a joint view of the firm- and
country-level antecedents of FDI. We argue that a lack of specific logistic and inter-
net infrastructure or ROL in a country may be a barrier to FDI (i.e., force virtual
presence, Meyer et al., 2023), whereas their presence offers specific location advan-
tages for ECFs’ business model.

In line with capability and process theories, we conceptualize virtual location-
and nonlocation-bound online knowledge (e.g., Cahen & Borini, 2020; Vahlne &
Johanson, 2017). Nonlocation-bound online knowledge pertains to ECFs’ learned
routines in dealing with foreign customers virtually to exploit FDI opportunities in
foreign markets over time (opportunity identification is likely simplified virtually;
Tang & Gudergan, 2018). Such knowledge also pertains to prior FDI online experi-
ence, which may affect subsequent FDI in other countries (Schwens et al., 2018). It
can be transferred as an online capability across foreign markets virtually. Location-
bound knowledge pertains to ECFs’ insights into a specific country’s needs from
virtual presence over time (not transferable to other markets; He et al., 2013). How-
ever, ECFs may rely too much on online capabilities and run the risk of falling into
a “virtuality trap” (Sinkovics et al., 2013). We thus identify knowledge based on or
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learning via virtual presence as an important but controversial basis for FDI among
digital firms.

We conceptualize ECFs’ specific host country infrastructure and ROL as specific
barriers to ECFs’ hybrid business model and sources of specific location advantages
(Dunning & Wymbs, 2001; Meyer et al., 2023). While many external antecedents
affect manufacturing and service firms’ FDI (e.g., Wan et al., 2023), obvious local
barriers or advantages for digital firms’ or ECFs’ FDI remain largely unexplored
(e.g., Cumming et al., 2023). Countries’ logistics infrastructure, commonly referred
to as “logistics performance”, and internet users or infrastructure, for example, have
been linked to both FDI and exports by macroeconomic studies only (Halaszovich
& Kinra, 2020; Latif et al., 2018). Despite the high logistics costs of ECFs (over
25% of total costs; Reuters, 2023; Janjevic & Winkenbach, 2020) or their reliance
on sufficient internet users in a country, the critical role of host country logistics per-
formance or internet users for ECFs needs theorization. Similarly, the critical role
of ROL in digital business models has been highlighted (e.g., Schu & Morschett,
2017), but its role in mode choices has not. Addressing this theoretically, we propose
that ECFs may face strong local barriers and costs for FDI if specific e-commerce
infrastructure is lacking, while its presence could be a specific location advantage.
For example, a country’s low logistics performance can be a barrier for ECFs’ abil-
ity to ensure quick delivery from warehouses, whereas high performance can make
delivery more efficient. A lack of internet users can be a barrier to reaching custom-
ers, while the opposite offers location advantages with a latent broad customer base
(e.g., Meyer et al., 2023). ECFs may also face local legal barriers and compliance-
related risks or increased coordination costs due to a lack of ROL (e.g., Luo et al.,
2005).

Additionally, a systematic literature review supports our choices of anteced-
ents (see Figure 1).[1] We study experience as an important antecedent according
to offline mode research, whereas the role of (online) experience is unknown and
questioned for online businesses (e.g., Sinkovics et al., 2013). At the firm level,
some antecedents of ECFs’ internationalization (e.g., mainly distances or market
capabilities) have been explored, but no types of online experience. At the country
level, ECFs’ business model-specific antecedents have mostly not been considered

Firm Level Country Level
Industry International Host Country FDI Other Logistics  Internet Rule of Law Other
Experience  Experience Experience  (see meta-analyses) (see meta-analyses)
Manufac- Dow & Lar- Heetal, 2013;  Cui et al, 2013; Beugelsdijk etal., 201§~ - Bailey, 2018; Cuervo-Cazurra et al.
turing imo, 2009; Her Wan et al., 2023; Schwens etal., Klier et al., 2017, Wan Stoian & 2023; Kostova et al.,
nindez&  etc. 2018; etc. etal, 2023; etc. Filippaios,  2020;Morschett et al.,
Nieto, 2015; 008, etc. 2010; etc.
2 Tang & Guder
=] oan, 2018, etc. .
OServices/  Czinkota et al., Pla-Barber et al., 2014 Picot-Coupey etal., |- - - Picot-Coupey et al.,
1T 2009; Ekeledo 2014; Sdanchez Peinaclol 2014; Sanchez )
& Sivakumar, & Pla Barber, 2006, f"mggz (& 15 la Bar-
2004a; Evans etc. er, 2000; ete.
et al., 2008
oManufaC- - - Ipsmiller et al., 2022 - - - -
ESturing
éSe]rvices/ - - - Stallkamp et al., 2023 - - - -
1T

Note: Italics=Studies on binary mode choice, e.g., FDI vs. other modes. Etc.=Further studies not listed here.' Including i-business and ECFs.

Fig. 1 Literature review on the antecedents of operation mode decisions
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empirically. This review highlights the lack of knowledge and joint theoretical con-
sideration of firm- and country-level antecedents of digital firms’ mode decisions.

Next, we derive hypotheses for each relationship based on theoretical rationales
and clarify our current empirical knowledge first. We control and test traditional
antecedents in stability checks (e.g., firm size or age and market attractiveness fac-
tors, such as size, growth, population, or development).

2.3 Hypotheses Regarding Online Experience Factors

As mentioned, we argue that specific online capabilities emerge from ECFs’ path-
dependent virtual learning processes in foreign markets that are used to make deci-
sions on physical presence (e.g., Swoboda & Sinning, 2022). ECFs can transfer gen-
eral, country-specific, or FDI-related online experience capabilities differently based
on virtual learning to enhance their ability to recognize and particularly exploit
selected FDI opportunities (e.g., Vahlne & Johanson, 2017).

International online experience refers to ECFs’ degree of general nonlocation-
bound knowledge regarding virtual operations in foreign markets, which is acquired
via local domains over time (as an empirically established proxy; e.g., Wan et al.,
2023). Empirical studies have often identified international experiences as anteced-
ents of manufacturers’ FDI (e.g., inconclusively, Dow & Larimo, 2009, Herniandez
& Nieto, 2015, Tang & Gudergan, 2018; see Figure 1) and that of service and IT
firms (e.g., Czinkota et al., 2009; Ekeledo & Sivakumar, 2004a). However, we argue
that virtually gained international experience differs from the experience of man-
ufacturing or service firms (e.g., Pezderka & Sinkovics, 2011). Online experience
pertains to ECFs’ digital capabilities, which enable them to provide offers and ser-
vices or interact with authorities in different countries over time and can be used to
exploit FDI opportunities abroad. While offline experience may be used to promote
virtual expansion in other countries (as indicated for local domains of small manu-
facturing firms; Ipsmiller et al., 2022), it is unclear whether online experience is
sufficient for deciding on the physical presence of ECFs (e.g., Coviello et al., 2017),
as we argue.

We theoretically argue that high international online experience facilitates learn-
ing and the recognition of market opportunities for FDI. ECFs accumulate knowl-
edge and transfer their online capabilities abroad in terms of digitally successful
offers, services such as products or promotions, or relations to foreign authorities
(e.g., Schu & Morschett, 2017; Vahlne & Johanson, 2017). Over time, ECFs rec-
ognize sales opportunities more easily in certain growing e-commerce markets and
especially exploit them with FDI and local supply chain processes such as logistics
and purchasing (e.g., Swoboda & Sinning, 2022). This may be less risky even if
physical processes are not established abroad. For example, with nearly 20 years of
international online experience, Amazon recognized opportunities for FDI in Aus-
tralia and Singapore in 2017. This was based on the firm’s digital capabilities from
a long virtual presence abroad and learned potential to establish supply chain pro-
cesses in these growing markets (Pash, 2017). We thus argue that ECFs with high
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international online experience have a better sense of where to exploit FDI and may
be less reluctant to invest in new physical and adapted virtual processes.

In the case of a low international online experience, few virtual capabilities to
transfer or recognize opportunities abroad exist (e.g., Tolstoy et al., 2021). Firms
have less knowledge of how to promote digital offers or which products are suc-
cessful abroad or how to deal with authorities in different countries. Such ECFs’
ability to recognize investment opportunities is limited. ECFs are especially limited
in exploiting market opportunities in a foreign country (e.g., developing new supply
chain processes alongside adapted market offers, Stallkamp et al., 2023). Their risks
of FDI are greater and missed opportunities may hinder success (e.g., Swoboda &
Sinning, 2022). ECFs may even underestimate such experience, which could cause
their business models to fail abroad (e.g., Pezderka & Sinkovics, 2011). We propose
the following:

Hypothesis 1 (H1) International online experience has a positive effect on an ECF’s
propensity to choose wholly owned FDI.

Host country online experience is acquired through virtual presence over time
and pertains to the degree of a firm’s location-bound knowledge regarding virtual
operations in a particular foreign market. Empirical studies have often shown the
role of host country experience for manufacturers’ FDI (e.g., He et al., 2013; see
Figure 1) but only once for service firms (Pla-Barber et al., 2014). These studies
have argued that firms with such experience identify more local opportunities, over-
come local obstacles, and increase their control in countries (e.g., Wan et al., 2023).
In contrast, for digital firms, we only know that such market (but not online) knowl-
edge affects market selection (Schu & Morschett, 2017). We argue that ECFs with
host country online experience can transfer their capabilities and knowledge of local
customers or business practices more easily, especially to exploit FDI opportunities
in a country (e.g., Ipsmiller et al., 2022). This location-bound knowledge is likely a
major online capability to exploit FDI opportunities in a specific country (e.g., Col-
ton et al., 2010).

We argue that high host country online experience provides unique knowledge
from ECFs’ country-specific virtual interactions over time. This includes especially
knowledge of local customer needs and preferences but also local business practices,
competitors, or further conditions. ECFs with such knowledge develop country-spe-
cific online capabilities and can more easily recognize local market opportunities
and a suitable time to exploit them with FDI in a country. For example, a country
may exhibit strong local e-commerce growth but also specific payment or delivery
conditions. Exploiting such local opportunities requires adapted virtual offers to cus-
tomer needs and especially supportive physical investments (e.g., locally adapted
delivery, returns, products, prices, or enterprise resource planning systems; Janje-
vic & Winkenbach, 2020). This may help establish the ECF physically as a local
business. For example, Amazon entered Brazil in 2012 but chose wholly owned
FDI only in 2019. The firm’s main reasons included different taxation rules across
regions (e.g., specific taxation in each federal geographical unit) and complicated
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delivery conditions, which required extensive (online) learning (Mello, 2019). High
host country online experience may also increase the confidence or commitment of
ECF managers to invest in a specific market (e.g., similar to host country offline
experience among manufacturers, Luo et al., 2005).

In contrast, low host country online experience implies lower familiarity with
a specific country’s online customers, competitors and other conditions and thus
the absence of specific online capabilities in a country (e.g., Schu & Morschett,
2017). The potential local customers, employees, or suppliers who are needed
for a physical presence are likely unaware of the ECF and may be reluctant to
engage with it (e.g., Coviello et al., 2017). This may result in considerable liabili-
ties of foreignness that may prevent the recognition and critical exploitation of
local opportunities with wholly owned FDI (e.g., Swoboda & Sinning, 2022). We
therefore propose the following:

Hypothesis 2 (H2) Host country online experience has a positive effect on an ECF’s
propensity to choose wholly owned FDI.

FDI online experience is defined as ECFs’ degree of nonlocation-bound
knowledge about virtual and physical operations abroad acquired from previous
FDI in foreign online markets over time. Empirical studies have reported that FDI
experience among manufacturers increases their likelihood of further FDI (e.g.,
Cui et al., 2013, see Figure 1); one study reported the opposite result among ser-
vice firms (Pla-Barber et al., 2014). Manufacturers with FDI experience typically
have established or refined routines for subsequent FDI in new foreign markets
(e.g., Schwens et al., 2018). For digital firms, such an experience has not yet been
considered. We theoretically argue that FDI online experience allows ECFs to
learn from both virtual and physical experience, i.e., develop hybrid capabilities.
They can transfer their knowledge concerning successful products, customer rela-
tions, physical services, and management as capabilities abroad, thus facilitating
further FDI.

Theoretically, ECFs with high FDI online experience draw not only on knowl-
edge from previous virtual interactions abroad but also on previous FDI over
time (e.g., Cui et al., 2013). This knowledge represents ECFs’ hybrid capability
to generally set up and operate a physical presence (e.g., warehouses, subsidiar-
ies, and management) in addition to a virtual presence abroad, thus replicating
their hybrid business (e.g., Batsakis et al., 2023b). For example, Zalando (2015)
first implemented FDI in Italy in 2015, followed by wholly owned FDI in France
and Poland, thereby drawing on its previous experience with establishing fulfill-
ment centers and subsidiaries. High FDI online experience may also help firms
transfer knowledge of specific management skills to subsidiaries and the hybrid
business model via closely linked virtual and physical processes (e.g., Batsakis
et al., 2023a). Specific management skills in digital firms and ECFs include an
IT-driven and entrepreneurial firm structure and culture or data-driven decision
making based on specific key performance indicators (e.g., Ipsmiller et al., 2022;
Tolstoy et al., 2023).
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In contrast, ECFs with no or low FDI online experience lack knowledge from
prior FDI and cannot use or transfer their capabilities to establish and operate
subsidiaries abroad (e.g., Fleury et al., 2024). For such ECFs, establishing spe-
cific organizational structures and processes in foreign countries is more difficult,
and their FDI-related decisions are more complex. In exploiting FDI opportu-
nities, these firms have no or few capabilities or routines for establishing such
structures or processes (e.g., Wentrup, 2016). We assume that FDI online experi-
ence increases FDI propensity and propose:

Hypothesis 3 (H3) FDI online experience has a positive effect on an ECF’s propen-
sity to choose wholly owned FDI.

2.4 Hypotheses Regarding Environmental Factors

Regardless of industry and firm type, a certain level of infrastructure is necessary
for FDI. Studies have analyzed several country-level antecedents of mode choices,
however, more seldom than firm internal antecedents (see Figure 1) and often as
part of broader constructs (e.g., infrastructural quality or market attractiveness,
e.g., Filatotchev et al., 2007; Morschett et al., 2010). We argue that specific infra-
structural factors predominantly affect ECFs’ establishment of the hybrid business
model abroad next to their capability transfer and learning. Logistics infrastructure
in a country is directly tied to ECFs’ physical business model elements and internet
use to the virtual ones, whereas ROL is critical with respect to customer data and
regulatory compliance in different countries (e.g., Oxley & Yeung, 2001; Schu &
Morschett, 2017).

A host country’s logistics performance defines the quality of the infrastructure for
moving physical goods within a country and across its borders (Arvis et al., 2018).
Empirical studies on manufacturing or service firms have investigated, for example,
cost advantages, regional characteristics, the quality of infrastructure, or economic
factors as possible antecedents of mode choices (Demirbag et al., 2008; Du et al.,
2008; Filatotchev et al., 2007; Nielsen et al., 2017). Respective studies of logistics
infrastructure do not exist for such firms (not being a primary infrastructural barrier
in contrast to others; e.g., Kwon & Konopa, 1993). Studies on digital firms are miss-
ing as well (see Figure 1; Schu & Morschett, 2017 only control countries’ logistics
performance). Macroeconomic studies show inconclusive insights into the relevance
of logistics infrastructure for export but also FDI flows (e.g., Halaszovich & Kinra,
2020; in e-commerce, He et al., 2021). Blyde and Molina (2015) analyze such roles
for manufacturers’ FDI and state that most studies capture this only indirectly via
distance measures. We argue that theoretically logistics performance in a host coun-
try might be either a barrier or a location advantage for ECFs’ physical (vs. virtual)
presence (especially with regard to supply chain processes; e.g., Arvis et al., 2018;
Cumming et al., 2023).

High logistics performance in a country arguably reduces barriers and offers
location advantages for ECFs’ physical presence. Important logistics competencies
are a basis for ECFs’ competitive advantage (e.g., Janjevic & Winkenbach, 2020).
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These include efficient storage and warehousing, order fulfillment, customer-cen-
tered last-mile delivery, or return management but also IT-support or automated
inventory management systems, for example (e.g., Hua & Wu, 2024). Logistics
costs of ECFs are over 25% of total costs (e.g.,Reuters, 2023; Zalando, 2023). The
addition of specific supply chain processes, such as selecting, negotiating, and inter-
acting with suppliers and procuring goods, increases these relative costs further to
70-80%. To control this specific cost situation abroad, ECFs seek logistics infra-
structure in a country to reduce the barriers to business model replication and FDI
(e.g., Meyer et al., 2023). We argue that ECFs can realize their logistics- and IT-
based business model and obtain competitive advantages abroad and use infrastruc-
ture as a location advantage for FDI. High logistics performance is thus a key fac-
tor in the service quality offered to customers (e.g., timely delivery, free returns, or
order tracking).

In contrast, low logistics performance in a country directly constrains ECFs’
logistics competencies and the corresponding advantages and costs (Pezderka &
Sinkovics, 2011). Similarly, e.g., reliance on exports and logistics partners because
of lower logistics performance likely increase ECFs’ costs (e.g., Hua & Wu, 2024).
We also argue that ECFs that face greater barriers due to their inability to provide
quality services that they have promoted via FDI are likely to offer a poor customer
experience (e.g., Schu & Morschett, 2017). We propose the following:

Hypothesis 4 (H4) Logistics performance has a positive effect on an ECF’s propen-
sity to choose wholly owned FDI.

A country’s internet user population reflects the size of the population using the
internet, its familiarity with digital technology, its available technological infra-
structure, and the potential demand for ECFs (e.g., Meyer et al., 2023). Empirically,
internet use in general has not yet been linked to manufacturing or service firms’
mode choices (see Figure 1). Studies on manufacturers’ mode choices focus mostly
on market attractiveness elements with mixed insights in meta-analyses and without
agreement on an appropriate proxy, but not on specific IT or internet infrastructure
(e.g., Wan et al., 2023). However, internet use in a country does affect ECFs’ deci-
sions, such as market selection or internationalization speed (Luo et al., 2005; Schu
& Morschett, 2017). Macroeconomic studies have provided inconclusive insights
into the effects of internet infrastructure. Most studies show effects on export
intensity (e.g., Lin, 2015; Visser, 2019) and fewer on FDI flows (e.g., Arvin et al.,
2021; Latif et al., 2018). Internet use is generally relevant to ECFs’ business model
to address customers via virtual presence (Ekeledo & Sivakumar, 2004b), and we
argue that this factor may present a specific barrier or offer location advantages for
ECFs’ FDI (e.g., Dunning & Wymbs, 2001). We also test traditional proxies for
market attractiveness in our stability checks.

We argue that a large internet user population reduces ECFs’ barriers for spe-
cific customer-related digital activities and offers location advantages for FDI. These
activities are based on the real-time collection of customer data and a large poten-
tial online customer base. ECFs may use these to adapt their products or prices to
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individual needs via their unique one-to-one marketing (Janjevic & Winkenbach,
2020). Many internet users lower the barriers for being able to control or leverage
such customer-related virtual activities and respective location advantages with
FDI. However, whether internet users drive FDI is questionable for ECFs. Amazon
(1998), for example, first implemented FDI in countries with many internet users,
such as the UK or Germany, whereas German About You (2021) implemented FDI
in markets with fewer internet users but increased online spending, such as Slovakia
or Poland (Scayle GmbH, 2024). Moreover, a large internet population allows ECFs
to leverage increased local demand through fully controlled subsidiaries that enable
high-quality offers and services (e.g., Mueller & Swoboda, 2025) and even econo-
mies of scale (e.g., lower unit costs; Luo et al., 2005).

In contrast, in countries with a smaller internet user population, customers may
engage more with traditional media (e.g., television, Brouthers et al., 2016). Low
virtual demand for offers makes establishing a physical presence less attractive, and
a virtual-only presence may be preferable owing to a lack of location advantages.
This situation may also indicate a country’s low level of digital readiness and thus
confront ECFs with greater barriers, increasing their reluctance to implement FDI
(Ekeledo & Sivakumar, 2004b). Such a condition may also signal a lack of govern-
ment support for digital businesses, thus posing challenges to FDI (Ahi et al., 2023).
We propose the following:

Hypothesis 5 (H5) The internet user population has a positive effect on an ECF’s
propensity to choose wholly owned FDI.

ROL defines the degree to which formal rules and regulations are enforced in a
country (e.g., Oxley & Yeung, 2001). Studies on manufacturing firms have shown
that ROL, among other regulatory factors, attracts FDI (e.g., Bailey, 2018; Stoian
& Filippaios, 2008). Studies on service firms do not exist (see Figure 1), while legal
protection or ROL reduce ECFs’ barriers of market selection or internationalization
speed (Luo et al., 2005; Schu & Morschett, 2017). Macroeconomic research has
again reported mixed effects in favor of exports or FDI alongside negative effects on
FDI (e.g., Contractor et al., 2020, 2021; Yu et al., 2015). It remains unclear whether
ROL drives digital firms’ mode choices. Theoretically, ROL is a specific regulatory
factor pertaining to ECFs’ internationalization (e.g., Ahi et al., 2023). We argue that
countries’ high ROL reduces barriers to local regulatory compliance and offers loca-
tion advantages such as reduced coordination costs in the replication of the firm’s
business model through a physical presence and thus FDI (e.g., Cumming et al.,
2023).

We argue that high or increasing ROL can create barriers for export-based ECFs
and offer location advantages to ECFs that implement FDI in a country. ECFs face
specific and dynamic regulations abroad, e.g., concerning online contracts, competi-
tion, prices, ethical or transparent supply chains, or the protection of customer and
property rights (Meyer et al., 2023). Export-based Chinese ECFs such as Temu or
Shein face increasing pressure from EU and US regulations such as the supply chain
act (Financial Times, 2024). The latter abolished the 150 euro limit up to which
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items could be shipped duty-free from China to the EU, thus preventing aggressive
low-price exports. Thus, governments incentivize ECFs’ physical presence. How-
ever, FDI can also confront ECFs with barriers resulting from local restrictions on
FDI (Ahi et al., 2023). Such barriers led Amazon to divest in China, which required
local data storage by law, thus restricting the firm’s own physical presence (ECDB,
2024). We argue that high ROL reduces the legal barriers faced by ECFs and offers
them local advantages pertaining to FDI as a result of cooperation with local author-
ities, lower local coordination costs and more compliance with local laws with
regard to offers and supply chains (Pezderka & Sinkovics, 2011).

In contrast, low or decreasing ROL in a country may confront ECFs with FDI-
related barriers due to a lack of specific regulations, thus favoring online activities.
This situation may result in limited protection of ECFs’ contracts with local stake-
holders, unfair competition, and weak sanctions of violations of customer or prop-
erty rights (e.g., Meyer et al., 2023). Moreover, in this context, ECFs’ relationships
with local governments may be unstable, the coordination of subsidiaries may be
costly, and local compliance may be challenging, thus giving rise to barriers and
local disadvantages to such firms’ physical presence (Luo et al., 2005). We propose
the following:

Hypothesis 6 (H6) Rule of law has a positive effect on an ECF’s propensity to
choose wholly owned FDI.

Figure 2 illustrates our conceptual framework and hypothesized effects, account-
ing for a common one-year time lag.

Logistics Performance

Internet User Population

Control
Population Density

Country Level | N Nl i __________________________
Firm Level

Rule of Law  ;

International Online

Experience Wholly Owned FDI (1/0)

f

Controls

Firm Size (log.)

Marketplace (0/1)

Multichannel (0/1)

Home Market Size (log.)

Firm Online Age

Prior Host Country Experience (0/1)
Prior International Experience (0/1)

Host Country Online
Experience

FDI Online Experience 4

Fig.2 Conceptual framework
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3 Empirical Study
3.1 Sample

We developed a unique hierarchical database over time by referring initially to the
only (to our knowledge) available and reliable secondary data concerning interna-
tional ECFs (e.g., Swoboda & Sinning, 2022). Longitudinal data capture trends and
changes in internationalization, facilitate the interpretation of causal relationships,
and reduce possible biases more effectively than cross-sectional data (e.g., Rind-
fleisch et al., 2008).

Our selection of ECFs was based on the 2010-2020 Internet Retailer’s ranking
of the 500 leading business-to-consumer ECFs in Europe (in terms of sales) pro-
vided by Digital Commerce 360 (2021), an agency that tracks firm-level data (e.g.,
website functions, traffic, and online sales) based on firms’ information or estima-
tions verified by each firm since 2010. This data source is suitable for the systematic
selection of international ECFs (e.g., Schu & Morschett, 2017), and this period is
important, as e-commerce was one of the most rapidly growing industries during
this time (e.g., U.S. sales increased by more than 400%, U.S. Census Bureau, 2010,
2022; similar to major EU countries such as the UK or Germany, Centre for Retail
Research, 2023; HDE, 2024). We used complete data from the time when it became
available until the COVID-19 pandemic in 2021 (which had various impacts, e.g.,
on increased online sales, Cumming et al., 2023; this period also excluded the wars
in Ukraine and Palestine) and tested our framework for possible differences between
early and late FDI (2010-2015 and 2016-2020) in stability checks. We identified
804 ECFs that were not necessarily founded in Europe and may be active globally;
however, they had to be present in at least one country abroad. A total of 215 ECFs
that operated solely in their home markets were excluded, as were 147 ECFs that
offered international shipping only via “dot-com domains.” Moreover, 76 firms were
not included among the leading firms in subsequent years, and 16 firms did not sur-
vive. This selection process identified 350 ECFs.

The database shows each foreign country entered by each ECF. We double-
checked the presence of ECFs in each country by opening the host country website
and verifying any possible presence in other countries in the following step. The
chosen operation mode and market entry date were determined by the authors and
trained graduate student assistants from annual reports, firm websites, press releases,
public archives or articles, social media, business directories or recruitment sites.
We verified 75% of these data through at least two sources. Wholly owned FDI was
defined as the opening of ECFs’ wholly owned fulfillment centers, logistics units,
and sales/service centers in a country, i.e., investments related to the online busi-
ness, in the respective year. A period of one year between the FDI decision and its
implementation is common in IB research, whereas ECFs’ decision-making is faster
than that associated with offline commerce (which takes up to one year but entails
decisions on urban real estate for store networks, for example; Schu et al., 2016;
Swoboda et al., 2007). We observed 27 parallel wholly owned FDI by ECFs in sev-
eral countries in one year and only four brownfield (vs. greenfield) FDI, where only
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the home market of the acquired company was counted (not additional countries).
We had to exclude 61 ECFs with investments only prior to 2010, mostly traditional
brick-and-mortar food retailers, and fashion verticals entering Eastern European and
Asian markets since the 1990s, and for 45 ECFs, we did not find information on the
operation mode at all or could not reconstruct firm-level information over time (one
year before FDI). The sample included 244 firms with 1,806 operation mode deci-
sions in 169 host countries.

To include country-level independent variables (e.g., following Kostova et al.,
2020), we had to obtain additional data from the World Bank (2022a, 2022b, 2022c,
an established source in IB, e.g., Kostova et al., 2020) and the only one available
providing these data over time, which we matched with the time-lagged mode deci-
sion years. We had to exclude 80 operation mode decisions in 25 very small host
countries for which data on the World Governance Indicators (WGIs) and World
Development Indicators or on the Logistics Performance Index were not available
(19 or 61 decisions and 4 or 21 countries, respectively). Additional firm-level varia-
bles, such as international experience, firm size, or platform business, were obtained
from Digital Commerce 360 with a one-year time lag.

Table 1 Sample distribution

Home countries Number of ECFs  Number of entries
Austria 1 8
Belgium 1

China 7 93
Czech Republic 3 7
Denmark 6 49
Finland 1 7
France 38 225
Germany 38 203
United Kingdom 66 535
Ireland 1 2
Italy 11 270
Korea (Rep.) 1 12
Lithuania 1 1
Netherlands 9 28
Poland 5 18
Romania 1 3
Russian Federation 3 4
Spain 7 62
Sweden 6 19
Switzerland 4 11
Turkey 4 13
United States 28 155
Total 241 1,726
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The final dataset included 1,726 mode decisions across 144 countries from
2010-2020; these decisions were made by 241 ECFs originating in 22 home coun-
tries (see Table 1). We used multilevel modeling to account for our hierarchically
structured data and employed a maximum likelihood estimator with robust standard
errors and test statistics.

3.2 Measurement

We used different sources for our measures, all of which were matched one year
prior to mode implementation, as discussed, because FDI is planned prior to its
implementation (e.g., Swoboda et al., 2007). This approach resulted in a time lag for
the assessment of internal and external factors (e.g., Li et al. 2021).

Dependent Variable. We measured wholly owned FDI (1) vs. non (wholly
owned) FDI (0) as a dichotomous variable capturing international ECFs’ opera-
tion mode decisions in each host country over time (e.g., He et al., 2013; Stallkamp
et al., 2023). The measurement of mode choices as binary decisions has commonly
been used in IB (e.g., Kostova et al., 2020, showing often consistent effects to metric
measurement). We used a successive data selection procedure involving several data
sources and recorded the initial year of an ECF’s country website alongside the local
domain, language, and currency (as no exact day/month data were available in 80%
of the cases). Wholly owned FDI includes typical forms of long-term investment in
a country, such as warehouses and logistics or service/marketing subsidiaries that
are wholly owned by an ECF (e.g., Cahen & Borini, 2020). We carefully assessed
each case of wholly owned FDI to ensure that it was predominantly related to the
ECF’s online activities by verifying its location and functions as an operation mode
for online selling documented by the firm (e.g., logistics, fulfillment, online cus-
tomer service). In contrast, modes without wholly owned FDI (e.g., country-specific
domain only, local partnerships, partial ownership) in logistics or services of the
online business were classified as non (wholly owned) FDI.

Independent Variables. International online experience captured firms’ overall
knowledge about foreign market accumulated through virtual presence over time
(e.g., Dow & Larimo, 2009; Wan et al., 2023). We measured the number of years
for which an ECF was internationally active online with regard to each mode deci-
sion (i.e., one-year lagged), which is the most frequently used proxy for international
experience over time (e.g., Tang & Gudergan, 2018; Wan et al., 2023). We referred
to the entered country data provided by Digital Commerce 360 (2021) and collected
the initial time of entry and subsequent operation mode decisions through the vari-
ous abovementioned sources. We tested the alternative measure of the number of
countries (which has been used less frequently) in our stability checks (Ipsmiller
et al., 2022), while other measures, such as the diversity of experience ratios, were
unavailable (e.g., Clarke et al., 2013).

Firms’ host country online experience was captured as a time-based indicator
reflecting knowledge about a particular foreign market through virtual presence over
time (e.g., Clarke et al., 2013; Wan et al., 2023). This experience was measured by
the number of years that an international ECF was active online in a specific country
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one year before a mode was implemented based on our collection of each operation
mode decision through various sources. Alternative measures, such as the number of
operations or locations in a country, were not available for most ECFs (e.g., Tang &
Gudergan, 2018).

ECFs’ FDI online experience is considered a time-based measure of firms’
knowledge about implementing FDI in foreign markets over time (e.g., Cui et al.,
2013). We measured this variable as the number of years since an ECF first imple-
mented FDI in a country in addition to a country-specific domain (e.g., Schwens
et al., 2018). We referred to our (lagged) data on subsequent FDI over time provided
by the above sources. Alternative measures, such as the number of FDI instances in
a country or area over time, were not available (e.g., Barkema & Drogendijk, 2007;
Hong & Lee, 2015).

We measured logistics performance in a country via the six-dimensional logistics
performance index (Arvis et al., 2018, p. 8; Schu & Morschett, 2017). This indica-
tor reflects the quality of trade infrastructure, ease of logistics services and customs,
tracking ability, and timely shipments within a country (World Bank, 2022a). The
data (one-year lagged) cover eleven years in two-year periods. We used the approxi-
mate mean values of two years to measure this variable in the interim years (e.g.,
2010 and 2012 for 2011; Blomkvist & Drogendijk, 2016).

We measured internet user population within a country as the logarithm of the
total population using the internet on the basis of data obtained from World Bank
(2022c). This measure was based on a country’s internet penetration and the total
population over the observed period of eleven years with a one-year time lag. Inter-
net use is most often captured by internet penetration, which we tested in our stabil-
ity checks (e.g., Batsakis et al., 2023a). However, this factor uses only the proportion
of internet users (rather than the actual number of users) to indicate ECFs’ poten-
tial customers. For example, while a very small country characterized by high-level
internet penetration may be initially appealing for FDI, the number of potential cus-
tomers in this country may be very low, and FDI may not be worthwhile (e.g., Muel-
ler & Swoboda, 2025).

We measured differences in countries’ ROL regarding the relevant dimension of
the WGIs over eleven years with a one-year time lag (World Bank, 2022b). This
dimension represents the extent to which agents have confidence in and abide by the
rules of society (i.e., the quality of contract enforcement, property rights, police, and
courts as well as the likelihood of crime and violence) and is particularly relevant
for ECFs (Oxley & Yeung, 2001; Schu & Morschett, 2017). However, regulatory
institutions are broader and captured most frequently by an index of the institutional
dimension of the Global Competitiveness Report (GCR; Kostova et al., 2020), fol-
lowed by an index of all six WGIs. As WGIs were shown to be relevant to ECFs’
internationalization speed (Swoboda & Sinning, 2022), we tested both indices in
stability checks but assumed them to be less relevant to FDI decisions.

Controls. At both levels, important variables were controlled and measured one
year prior to FDI.

At the firm level, we controlled for firm size as a traditionally important capabil-
ity for FDI (Pezderka & Sinkovics, 2011). Firm size was measured by the logarithm
of firms’ online sales and obtained from Digital Commerce 360. Alternatives (e.g.,
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number of employees) were not available to us; ECFs hire fewer employees (Luo
et al., 2005).

We controlled for firms’ online age, which was measured as the number of
years since an ECF started selling online, as not all ECFs founded their businesses
online (which thus likely represents a digital capability). This factor may affect
wholly owned FDI, as such ECFs may have more time to acquire digital resources
to support FDI (e.g., Sinkovics et al., 2013). Data were collected, e.g., from ECFs’
websites.

The home market size of an ECF was controlled as it might affect its expansion
and wholly owned FDI (Swoboda & Sinning, 2022). A small (vs. large) home mar-
ket size offers limited domestic growth opportunities and may force international
investment. Market size was measured by the country’s logarithmized GDP per cap-
ita based on World Bank (2022c) data.

We controlled whether ECFs ran an online marketplace (i.e., a hybrid platform
with physical delivery) in addition to their core retail business (Meyer et al., 2023).
Wholly owned FDI may be required for such ECFs aiming to provide and control
fulfillment services in foreign markets to attract local vendors or offer local customer
service, not otherwise guaranteed (Brouthers et al., 2022). We measured dichoto-
mously: 1=yes (marketplace) and O=no (Digital Commerce 360, 2021).

Firms’ multichannel strategy was controlled. Firms operating only online have a
greater proportion of internet-based activities than do firms operating multichannel
(e.g., offline channels, Schu et al., 2016). ECFs with additional offline channels are
more flexible and can leverage existing organizational capabilities to make online
related FDI and integrate offline and online supply chain activities (e.g., returning
in-store purchases to warehouses; Swoboda & Sinning, 2022). We measured this
dichotomously: 1=also operating offline stores and O=not (Digital Commerce 360,
2021).

Prior international and host country experience with an offline store was included
as a control because firms such as Apple may have gained experience in a country
prior to online-related FDI (e.g., via offline stores), which they could use to scale
and support further FDI regarding their online operations. This factor was measured
dichotomously (1=prior international/host country experience and O=no such expe-
rience). We also collected these data from various sources.

We controlled for population density at the country level as one possible indica-
tor of market attractiveness (as a possible barrier or location advantage), particularly
relevant for commerce firms, as it may affect their wholly owned FDI, which is often
located in densely populated regions with high demand (Chan et al., 2011). We
measured this variable as people per sq. km of land area according to data obtained
from World Bank (2022c) as these data cover all our host countries over time and
avoid potential collinearity issues with the other country-level variables. We con-
ducted additional analyses to test alternative measures of attractiveness in stability
checks. Further measures, such as online market sales or numbers of online custom-
ers, were available only for certain European countries and only over the last five
years.

Table 2 shows descriptive statistics and correlations of all variables. Corre-
lations at the firm level did not raise collinearity concerns, and all were assessed
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individually; however, we detected a high correlation of .857 between logistics per-
formance and ROL at the country level. This may result from logistics performance
relying to some degree on the ROL in a host country (e.g., as public investors rely
on strong enforceable contracts, construction permits, or the timely implementation
of infrastructure projects due to high ROL, e.g., Cumming et al., 2023; Janjevic &
Winkenbach, 2020). To avoid collinearity issues, these two variables were used only
in separate regressions. We further included theoretically relevant controls and con-
ducted numerous robustness checks (Kalnins, 2022; Lindner et al., 2022) by refer-
ence to independent theoretical rationales concerning the important roles played by
both factors among ECFs’ FDIs. We observed variance inflation factors below the
usual threshold in all models, and the highest score remained below three (O’Brien,
2007).

3.3 Method

Hypotheses were tested using multilevel modeling in Mplus 9 to account for nested
data considering firm- and country-level effects and variance both between and within
countries simultaneously (Hox et al., 2018, p. 215). Multilevel modeling accounts for
variances pertaining to the dependent variable both within and between groups; for
example, effects of the independent variables may differ between groups (i.e., host
countries), leading to more accurate estimation across countries (which are not consid-
ered in standard regression analysis; e.g., Finch & Bolin, 2017, pp. 33—37). Multilevel
modeling accounts for our hierarchically structured data (e.g., experience is tied to a
specific firm, while ROL is linked with a specific country, e.g., Hernandez & Nieto,
2015) and includes relevant information simultaneously in the analysis. The latter
approach reduces the risk of biased results; thus, this method has been recommended in
IB research (e.g., Surana et al., 2024).

We computed stepwise random intercept and slope models, and the Akaike informa-
tion criterion (AIC), Bayesian information criterion (BIC), and —2 log likelihood were
used to assess model fit (Hox et al., 2018, p. 123, Kaufman, 1996).

First, a baseline model with only the controls was calculated. We then added all the
country-level independent variables separately, which were included as cluster means to
account for variation within clusters over time. Firm-level independent variables were
subsequently tested separately before all the variables were entered simultaneously into
the model. All the independent variables were grand mean centered and standardized
(increasing interpretability of intercepts and ensuring the comparability of coefficient
estimates; Hox et al., 2018, pp. 61-63; Stallkamp et al., 2023). The following equation
describes the model with only the controls and firm-level independent variables (IL;)
first separately, then jointly:

Logit(FDI) = By + B (IL,-J-) + B controts ILCj + 7 (1)
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Logit(FDI;) = py; + B;(IntOnExp;) + B,;(HoCoOnExp,)

+ By (FDIONERp,) + Buoparos LC; + Bromros CLC + 75 2
with logit FDI; = logarithmized odds of the probability of ECF i choosing wholly
owned FDI in country j; IntOnExp; = ECF’s international online experience;
HoCoOnExp; = host country online experience; FDIOnExp; = FDI online experi-
ence; ff); = first-level intercept; 3, f,;, f3; = regression scores of firm-level inde-
pendent variables; ILC = firm-level controls; CLC = country-level control; r; i=
first-level error term. Equatlon (3) shows the model with a country-level independ-
ent variable (CLJ-) only.

Logit(FDI) = P + 73 (CLj) +71clLCy + 7crcCLC; + € 3)

We then allowed the intercept § values to vary across countries as follows:

Boj = Yoo + Uo; 4)
Bij =70+ uy; 5)
Boj = Yoo + (6)
Bsj = v30 + us; @)

with y,, = second-level intercept of the dependent variable; y,, and y,, = second-
level intercepts of the random slopes of the firm-level predictors; u,; = country-level
residual variance; u;, u,;, and uz; = random slopes of the firm-level variables at the
country level. Substitution led to the following:

Logit(FDI;) = vy + 710 (IntOnExp,-j) + ¥20 (HoCoOnExpij) + y30(FDIOnExpl-j)
+ 703 (LP;) + Y04 (INT;) + 105 (ROL;) + ug; + uy; (IntOnExp;;)
+ uy; (HoCoOnExpij) + u3; (FDIOnExpij)

+ y,LCILCU + yCLCCLCj + €
®)
where LP; = LP of host country j; INT; and ROL; = country internet user population
and ROL Y 03 Vo4 and yys = fixed effects coefﬁments of the country-level predic-
tors; and € = residual variances and errors.

3.4 Results

The results of the hypothesis tests are presented in Table 3. We standardized all the
variables prior to estimation to assess the relative effect sizes and magnitudes as
well as the reported odds ratios (Exp(B), Kaufman, 1996). Owing to the strong cor-
relation observed in this context, logistics performance and ROL were assessed in
separate models.
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For ECFs with more international online experience, the results indicated an
increasing likelihood of wholly owned FDI (b = 0.420, p < 0.001, Exp(B) = 1.522),
supporting Hypothesis 1. A one-standard-deviation increase in this experience
increased the odds of FDI by a factor of 1.522 in Models 9 and 10. The more experi-
ence ECFs obtained online internationally, the more likely they were to choose FDI.

ECFs’ host country online experience increased their likelihood of choosing
wholly owned FDI (b,,, 4,10 = 3.165, p < 0.001, Exp(B) = 23.689; by, 401 10 = 3-305,
p < 0.001, Exp(B) = 27.250). A one-standard-deviation increase in host country
experience increased the odds of FDI by a factor of 23.689 in Model 9 and 27.250
in Model 10. The more experience ECFs have gained in specific foreign online mar-
kets, the more likely they are to choose FDI over time. Hypothesis 2 is supported.

ECFs’ FDI online experience increased the likelihood of these firms choosing
wholly owned FDI when assessed individually (by,,4,; » = 0.439, p < 0.001); how-
ever, no significant effect was observed when international and host country online
experience were included (by;,,,; 9 = 0.125, p > 0.10; bysp40 10 = 0.114, p > 0.10).
Therefore, Hypothesis 3 was rejected.

Logistics performance increased ECFs’ likelihood of choosing wholly owned
FDI (b = 0.526, p < 0.001, Exp(B) = 1.692), supporting Hypothesis 4. A one-stand-
ard-deviation increase in host country logistics performance increased the odds of
ECFs choosing wholly owned FDI by a factor of 1.692. The better a host country’s
logistical infrastructure is, the more likely ECFs are to choose FDI, such as through
local warehouses or subsidiaries.

The internet user population increases the likelihood of ECFs choosing wholly
owned FDI (b,4.1 9 = 0.553, p < 0.001, Exp(B) = 1.738; bysp001 10 = 0.379, p <
0.001, Exp(B) = 1.461). A one-standard-deviation increase in the internet user pop-
ulation increases the odds of ECFs choosing FDI by a factor of 1.738 when ROL is
accounted for and by 1.461 when logistics performance is accounted for. The larger
a country’s internet user population is, the more likely ECFs are to use FDI for
expansion. These results support Hypothesis 5.

ROL increases the likelihood of ECFs’ wholly owned FDI (b = 0.515, p < 0.001,
Exp(B) = 1.674). A one-standard-deviation increase in the host country’s ROL
increased the odds of ECFs choosing the FDI mode by a factor of 1.674. The more
transparent and effective a country’s regulations are, the more likely ECFs are to opt
for FDI. Thus, Hypothesis 6 is supported.

As controls, firm size, marginal ECFs’ platform business model, and prior host
country experience significantly and consistently affected the likelihood of ECFs
choosing FDI.

3.5 Stability Checks

To ensure stability, alternative models were tested. First, a random split-half test was
conducted. The results of the firm- and country-level variables remained stable (see
Web Appendix A).

Second, we replaced several independent variables with alternatives (see Web
Appendix B).
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We tested internet penetration (i.e., the percentage of the population using the
internet) as an alternative measure of the internet user population (Batsakis et al.,
2023a; World Bank, 2022c). The results supported our model (by1p4017 = 0.510, p
< 0.001), but multicollinearity issues emerged when all the factors were tested in
one model (byjo4e1 9 = 0.060, p > 0.10; bpjohe1 10 = — 0.043, p > 0.10). Our measure-
ment was supported.

We tested the indices of GCR and WGIs (Kostova et al., 2020). The results indi-
cated weaker effects concerning the GCR items but similar results regarding the
WGIs, thus supporting our measurement choice.

We tested common measures of market attractiveness (i.e., further barriers and
location advantages), e.g., GDP, GNI per capita, or GDP per capita growth. The
results were stable but partly nonsignificant (MAgpp: b = 0.574, p < 0.001; MAgNg:
b=0.587, p <0.001; MAgrowra: & = — 0.062, p > 0.10). We tested the population,
the percentage of the urban population, and country development, which produced
largely similar results (e.g., Chan et al., 2011).

We tested the number of countries (i.e., geographic scope) as an alternative meas-
ure of international online experience. The effect was slightly weaker (by;,4e10 = 0.416,
p <0.001, Exp(B) = 1.516; byjo4e1 10 = 0.410, p < 0.001, Exp(B) = 1.507). FDI online
experience had a significant but weak effect in this context.

Third, we tested our framework over a ten-year period, but we measured the inde-
pendent variables for the same year when FDI was observed (see Web Appendix
C). The results regarding the firm- and country-level variables were largely stable.
We also tested independent variables at t_,; the results remained stable for all the
variables, albeit with considerably fewer observations. These findings supported the
stability of our observations regardless of the timing chosen.

Fourth, we tested our framework for possible differences between early and late FDI
(20102015 and 2016-2020; see Web Appendix D). At the firm level, the dominant
impact of host country online experience was unchanged, but FDI online experience
became marginally significant in the later period. Notably, logistics performance and,
to some degree, ROL were significantly stronger from 20162020, as discussed later.

Fifth, we tested whether country-level variables moderate the effects of signifi-
cant firm-level variables. Theoretically, the value and transfer of international expe-
rience may depend on the local environmental context of foreign markets (He et al.,
2013). The results indicated that no effect of online experience was moderated by
any country-level factor, whereas the direct effects supported our model (see Web
Appendix E).

4 Discussion

This study provides novel evidence on the selective use of wholly owned FDI by
ECFs as an emerging research area on digital firms requiring adapted theories and
fresh thinking (responding to calls for respective analyses, e.g., Stallkamp et al.,
2023; Swoboda & Sinning, 2022). Considering the joint effects of firm- and coun-
try-level antecedents of physical presence, this study contributes to the limited
knowledge on digital firms’ operation mode decisions and the debate on the impact
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of dynamic digitalization on IB research and theory. Our results provide theoretical
and practical implications for ECF managers, manufacturing firms undergoing digi-
tal internationalization, and policymakers.

4.1 Theoretical Implications

Regarding our first contribution, we elucidated the specific business model
employed by ECFs in contrast to IT, i-business, and manufacturing firms. Fur-
ther characterization is valuable to promote a broader theoretical conversation
on the heterogeneity of digital firms’ internationalization in an emerging IB
research stream (Brouthers et al., 2022; Yang et al., 2025). We clarify that ECFs’
virtual presence and physical delivery of products from abroad represent a basis
for internationalization (e.g., Schu & Morschett, 2017). Importantly, the general
business competencies of firms such as Amazon lie primarily in IT and physical
supply chain management. The IT enables a high level of integration of customer-
specific data (e.g., from individual accounts, shopping baskets; Batsakis et al.,
2023b) and thus the ability to promote customer-centricity and exploit trends
through various touchpoints (e.g., mobile apps, social media, user-generated con-
tent), which can serve as a primary decision database also abroad. Assortment,
price, and services represent the core of one-to-one offers or simplified up- or
cross-selling. However, all this strongly influences supply chain processes (e.g.,
Batsakis et al., 2023a), which are consumer-driven, offer agility to new suppliers,
products and services, and ensure efficiency and low logistics costs (e.g., quick
delivery, free returns, warehousing; Janjevic & Winkenbach, 2020). We argue
that a physical presence via wholly owned FDI enables such a business model to
be implemented strategically and operationally in host countries. Moreover, this
depends on specific online experiences and infrastructure abroad, which differ
from those of manufacturers, which can even use ECFs for international expan-
sion. Additionally, FDI allows the specific IT- and entrepreneurship-driven organ-
izational structure and culture as well as specific key performance indicators to be
implemented (e.g., Tolstoy et al., 2023).

Our second contribution builds on practical observations that ECFs, despite being
digital, establish selective physical presences potentially driven by specific firm- and
country-level antecedents (to establish an empirical baseline in research on digital
firms’ internationalization, Stallkamp et al., 2023; Verbeke et al., 2018). We thus
advance FDI research in the digital era, which is still focused on manufacturing and
service firms. We do so by providing novel systematic evidence on specific virtual
and physical business model elements as a basis for FDI decisions and their anteced-
ents. Accordingly, we contribute to empirical literature and theory concerning the
role of ECFs’ experiences and country factors in FDI as follows.

We contribute to the empirical literature with a first study on ECFs’ FDI over
time. We also empirically show for the first time that experiences are relevant for
digital firms’ physical presence, beyond our knowledge on the role of distances for
digital firms shown in the only study on FDI (Stallkamp et al., 2023). This find-
ing contradicts the critical assumption in the literature that experience might be
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less important in digital firms (e.g., Gabrielsson et al., 2022; Pezderka & Sinkovics,
2011). Location-bound host country online experience and nonlocation-bound inter-
national online experience are highly relevant for ECFs’ FDI. Moreover, we propose
that such experiences are gained online based on successful offers, services, promo-
tions, or local online interactions with consumers that allow ECFs to exploit FDI
(e.g., Mueller & Swoboda, 2025). These online experiences for physical presence
are different from those known from manufacturers’ FDI, which are mostly based
on physical processes in production or distribution, for example. Online experience
may also be highly relevant to i-businesses’ FDI decisions; however, their acquisi-
tion of such experience and competitive or demand challenges, for example, strongly
differ from those of ECFs (e.g., Gong et al., 2024; Mithani, 2023). We thus con-
tribute to the literature with a new conceptualization of online learning from expe-
riences beyond known offline experiences. Finally, international and host country
online experience affect ECFs’ FDI positively, whereas among manufacturers, the
effects of international experience remain inconclusive (e.g., non-significant by Dow
& Larimo, 2009, negative by Hernandez & Nieto, 2015, positive by Tang & Guder-
gan, 2018), and host country experience among service firms has only been studied
once (Pla-Barber et al., 2014; see Figure 1). The roles of the three types of experi-
ence for FDI have also rarely been compared in the literature (e.g., Wan et al., 2023).
Further implications to literature can be drawn from our stability checks (e.g., geo-
graphic scope with similar results to our common time-based measures of online
experience).

We contribute to theory by arguing and showing that ECFs require distinct online
experience capabilities for FDI (different from physical capabilities) that need novel
thinking and adapted rationales for digital firms’ online capabilities and internation-
alization processes (e.g., Cahen & Borini, 2020). We extend capability rationales
because different online experiences represent unique capabilities that ECFs as digi-
tal firms build, scale, and transfer by learning through virtual presence in general
or in specific countries over time (e.g., Schu & Morschett, 2017). Moreover, these
capabilities are also critical elements of the refined internationalization process
of modern firms (Vahlne & Johanson, 2017). We extend these process rationales
because ECFs no longer require physical presence or sequential entry (i.e., interna-
tionalize rapidly without physical constraints, Yang et al., 2025), but their decisions
on physical presence are still path-dependent and based on distinct online learning
mechanisms. While Vahlne and Johanson (2017) viewed risk and uncertainty as the
basis of modern firms’ rational decision-making and increasing commitment abroad,
the focus of such firms has shifted to novel online capabilities and from opportunity
recognition to exploitation (Coviello et al., 2017). We enhance this logic by show-
ing that country-specific online experience is particularly related to ECFs’ exploita-
tion of FDI opportunities in selected countries, going beyond ECFs’ irregular, rapid
online internationalization, which has thus far been linked only to a virtual presence
(Schu et al., 2016). Furthermore, and surprisingly, hybrid FDI experience has no
effect once ECFs’ general and host country online experiences are accounted for,
indicating a lower relevance of offline experience. Finally, in contrast to assump-
tions about digital firms, we conclude that experience and learning remain critical
for establishing physical presence and foreign performance (Mueller & Swoboda,
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2025). As digitalization advances, researchers may reconsider capability and process
theories and how opportunity exploitation through online experience changes com-
petitive advantages through FDI (Swoboda & Sinning, 2022). ECFs’ online learning
may even affect transaction cost-based rationales, as the level of risks and uncertain-
ties may shift from reducing investment risks to exploitation of opportunities with
FDI (Brouthers et al., 2016; Swoboda & Sinning, 2022). Moreover, we argue that
theories need to be enhanced by the roles of external factors in ECFs’ FDI.

This study initially contributes to the empirical literature on host country-specific
factors as antecedents of ECFs’ FDI. We reveal that business model-specific fac-
tors—a country’s logistics performance, internet user population, and ROL—critical
to ECFs’ virtual internationalization decisions (e.g., speed, Luo et al., 2005; market
selection or entry; Rothaermel et al., 2006; Schu & Morschett, 2017) are equally
crucial for their physical presence decisions. Moreover, these factors are different
from those relevant to manufacturing or service firms highlighted thus far in mode
research (see Figure 1). Only macroeconomic studies have reported ECF-specific
but contradictory insights, as all three antecedents affect both export flows and
FDI flows (logistics infrastructure, Halaszovich & Kinra, 2020 vs. He et al., 2021;
internet use, Arvin et al., 2021 vs. Visser, 2019; ROL with even negative effects on
FDI, Contractor et al., 2020, 2021 vs. Yu et al., 2015). Our insights emphasize the
need to examine these factors at the microeconomic level of firms’ decision-mak-
ing. Finally, we show that countries’ logistics performance, internet use, and ROL
positively affect ECFs’ FDI decisions to a similar extent and tend to be stronger than
international online experience. Further implications for the literature can be drawn
from our alternative models (e.g., nonsignificant effects of known attractiveness fac-
tors such as market growth or population size; nonsignificant moderations of our
country-level factors).

With respect to theory, we argue that country-level factors must be considered
important additional rationales to fully explain digital firms’ internationalization
processes. Firm- and country-level antecedents are seldom theorized jointly in stud-
ies on manufacturing or service firms’ FDI (with few exceptions, e.g., Wan et al.,
2023). Moreover, while research on the role of country-level factors in ECFs’ deci-
sions strongly focuses on institution-based rationales (e.g., Cumming et al., 2023),
we stress the role of novel infrastructural factors emerging in e-commerce (Agar-
wal & Wu, 2015; Benmamoun et al., 2019). The latter complement ECFs’ ability
to exploit their online experience due to the specific location advantages these fac-
tors offer for ECFs’ business model and FDI (in contrast to traditional supply-side
location advantages, e.g., natural resources, labor costs, production infrastructure,
Yang et al., 2025). For example, ECFs prefer markets that feature low barriers to
the exploitation of the business model, e.g., in terms of the supply chain, digital
infrastructure, or ROL (e.g., Gong et al., 2024). Finally, by theorizing the impacts
of e-commerce-specific barriers, we contribute to the theorization of new location
advantages for digital firms (while online experience could be conceptualized as a
new ownership advantage, Dunning & Wymbs, 2001). However, logistics perfor-
mance and ROL use are correlated, which is surprising, as both factors are theo-
retically distinct barriers; logistics performance theoretically represents the physical
supply side, whereas ROL represents both the supply and the virtual demand side of
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ECFs’ business models. Further analyses are needed, as, for example, logistics per-
formance becomes more important in later (vs. earlier) FDI decisions (2016-2020
vs. 2010-2015).

4.2 Practical Implications

This study has practical implications for managers, manufacturing firms internation-
alizing digitally, and policy makers.

We explored existing FDI over time and thus focused on decisions that did not
result in failure. Managers of ECFs may avoid implementing unsustainable FDI in
the e-commerce sector (e.g., Wentrup, 2016) and may decompose FDI decisions into
manageable choices by considering important and specific antecedents (Brouthers
et al., 2022). Thus, in their efforts to transfer business models and localize their
offers, managers may focus primarily on acquiring host country online experience.
This factor is not easy to change, as a firm either has market-specific online experi-
ence or not. However, we can propose focusing primarily on respective countries for
FDI. We also propose at least three ways of increasing host country learning or com-
pensating for a lack of such experience: leveraging analytics in local online markets,
seeking reliable local professionals, or building relationships with local stakehold-
ers (e.g., Luo et al., 2005; Meyer et al., 2023; Mueller & Swoboda, 2025). General
international online experience represents a second requirement. Host country logis-
tics performance, which offers considerable advantages regarding the full control
of efficient supply chains, is also important, as are the internet user population and
ROL, which entail possible barriers or location advantages with respect to FDI.

Our insights also have implications for manufacturing firms’ digital internation-
alization. As mentioned, small manufacturers start their virtual presence with own
domains abroad and often subsequently turn to leading ECFs to benefit from their
specific capabilities, for example (Gong et al., 2024). For these firms, knowledge
of the antecedents that increase the likelihood of ECFs’ FDI in a country is valu-
able. Increased physical presence among ECFs enables them to localize their busi-
ness model and to tailor their offers and those of manufacturers more closely to cus-
tomers, which may be beneficial to manufacturers. However, ECFs’ search for local
suppliers can make it more difficult for manufacturers to compete via ECFs. These
manufacturers may be forced to establish their own presence in other countries (e.g.,
Meyer et al., 2023).

Policymakers seeking to attract growing ECFs to their country can facilitate
the virtual presence of ECFs, which is the strongest driver of FDI. More impor-
tantly, politicians recognize that e-commerce-specific country-level factors are rel-
evant drivers. Thus, implementing strong logistics infrastructure to support FDI
(e.g., transportation, customs efficiency; Cumming et al., 2023), high-quality inter-
net infrastructure (e.g., connectivity, cyber security; Eduardsen et al., 2023), and a
transparent legal framework (e.g., advice on legal issues, taxation, data privacy; Ahi
et al., 2023) can be used as local policy levers to promote ECFs’ physical presence.
However, politicians should be aware that promoting digitalization and ECFs is
likely to increase competition in related industries. Offline firms may thus be under
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pressure. Moreover, societies face dynamic changes in IT that require regulation to
enable the population and industries to keep pace with these shifts.

5 Limitations and Future Research

This study has limitations that suggest directions for future research.

We explore longitudinal data concerning leading ECFs, but an extended database
will support further conclusions, e.g., regarding ECFs worldwide, business-to-busi-
ness ECFs, or regional differences in wholly owned FDI (e.g., Yang et al., 2025).
Examining smaller ECFs or the growing platform business within ECFs can pro-
vide new insights into FDI (our controls for firm size and the marketplace affect FDI
both positively and negatively). The control of previous experience in a host country
(beyond online) is also positive, suggesting further research on going vs. born digi-
tals (Batsakis et al., 2023a).

With respect to our measurements, we consider FDI but cannot identify acqui-
sitions or cooperative modes (both and esp. ECFs’ various partnerships; e.g.,
Brouthers et al., 2022). Measuring ECFs’ degree of control, mode switches, or
learning from failure over time is challenging but could reveal stepwise decisions
affected by antecedents (e.g., Mueller & Swoboda, 2025). As noted, data on more
ECF-specific antecedents across nations could become available for future research
(e.g., ECFs’ online marketing capabilities, such as social media usage or web traf-
fic in countries). Online market potential, local e-commerce competition, or specific
ROL and media barriers that affect ECFs’ internationalization can be studied by ref-
erence to future data concerning e-markets (e.g., Batsakis et al., 2023a; Pezderka &
Sinkovics, 2011).

In our framework, we capture the local environment with infrastructural factors
and the ROL, while normative or cultural institutions may be studied (e.g., Lee
et al., 2023). We often refer to opportunities or customer needs, which are criti-
cal for ECFs, yet what drives the adaptation of online offers or services is unclear
but important (e.g., assortment, payment options; Ipsmiller et al., 2022). It is also
unclear how adaptation/standardization decisions affect ECFs’ local or general per-
formance or growth. The same applies to competition or digital capabilities (e.g.,
Fleury et al., 2024).

6 Conclusions

Despite many opportunities of digital internationalization highlighted in literature,
no study has investigated whether and how digital and especially ECFs choose
between virtual vs. physical presence, i.e., websites with local domains and invest-
ments in own warehouses or subsidiaries abroad. Such mode choices can have sig-
nificant implications. Developing theory about the underlying mechanisms of this
decision, we improve our limited knowledge of digital firms’ expansion.

In particular, we contribute to theory by clarifying and explaining how opera-
tion mode decisions relate to the exploitation of ECFs’ online knowledge and host
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country infrastructure, i.e., how business model-specific factors act as determinants
of this choice. We find support for most of our hypotheses; however, the factors we
analyzed explain FDI to different degrees. The relevance of elements of ECFs’ vir-
tual and physical business models to this major decision is thus, for the first time,
theoretically and empirically clarified and contrasted with i-businesses’ or manufac-
turers’ digital internationalization.

Notes

1. We conducted a systematic literature review in >50 journals following Harzing’s
journal quality list on the basis of Gaur and Kumar (2018). We used the key-
words ECFs, digital firms, i-businesses, FDI, mode or entry strategy, virtual or
physical presence, international or host country experience, logistics and internet
infrastructure, ROL or barriers (for studies since 2010 and cross-citations). As
indicated in the introduction, empirical studies on “offline firms” (manufacturing,
service/IT) have analyzed many antecedents of mode decisions, albeit mostly
at the firm level. For example, Dow and Larimo (2009) highlighted the role of
international experience, He et al. (2013) that of host country experience, and Cui
et al. (2013) that of FDI experience in the binary decision “FDI vs. other modes.”
The insights are not always consistent (e.g., non-significant Dow & Larimo, 2009,
negative Hernandez & Nieto, 2015, positive Tang & Gudergan, 2018). Other
antecedents are shown by meta-analyses (e.g., Wan et al., 2023 with institutional
distance, R&D, advertising intensity). Significantly fewer studies have focused on
mode choices among service/IT firms. Most underline the positive role of inter-
national experience on FDI (Czinkota et al., 2009; Ekeledo & Sivakumar, 2004a;
Evans et al., 2008), while Pla-Barber et al. (2014) show a positive role of host
country and a negative of FDI experience. Other antecedents are also addressed
(e.g., distances by Picot-Coupey et al., 2014; strategic motives by Sadnchez Pei-
nado & Pla Barber, 2006). Fewer studies address country-level antecedents and
to the best of our knowledge, mostly specific to manufacturing or service firms.
Some studies have highlighted the relevance of regulatory factors, including ROL,
for manufacturers’ FDI (e.g., Bailey, 2018; Stoian & Filippaios, 2008). Other
research, for example, a recent meta-analysis of 224 studies (Cuervo-Cazurra
et al., 2023), has addressed political risks, market attractiveness, uncertainty or
legal factors. In an online context, only two studies consider operation mode
decisions. Among manufacturing firms with a virtual presence, Ipsmiller et al.
(2022) revealed a positive effect of entrepreneurial orientation on the choice of
two types of virtual presence. Among online service/IT firms, Stallkamp et al.
(2023) revealed positive effects of distance on FDI choice. To our knowledge, no
empirical studies have considered country-level antecedents or examined ante-
cedents that pertain specifically to ECFs’ business model and mode decisions.
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