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Abstract
This study explores the antecedents of the speed of post-entry foreign expansion in a host country. Employing
competitive dynamics and organizational learning theories, the study examines the effect of competition,
country-specific experience, and general international business experience on the time span between two
consecutive entries made by a focal firm in a host country. The study analyses these factors in a dynamic context
using a sample of 94 Taiwanese manufacturers in electronic industry with 190 entries between 1991 and 2004.
The results show a firm makes faster post-entry expansion when a large number of firms in the same industry
sector invest in that host country as a result of competition. However, cumulative host-country and general
international business experience result in slower subsequent reinvestment. The findings not only contribute to
the literature on competition, organizational learning, and international business, but also enrich our
understanding on the evolutionary path of international expansion.
Keywords: competitive dynamics, organizational learning theory, post-entry expansion
1. Introduction
In the management research, time has always been an important component of the antecedents of market position,
competitive advantage and firm performance, whether time exists as a real phenomenon or is epiphenomenal
(Mosakowski & Earley, 2000). In particular, research of time-based competition (Stalk & Hout, 1990), the speed
in strategic decision making (Eisenhardt, 1990), and the timing of competitive responses (Chen, 1996; Chen &
MacMillan, 1992; Chen, Smith & Grimm, 1992) in strategic management field, have regarded time as an
important strategic outcome variable related to the impact of firm performance.
In research on international business, timing of entry (Delios & Makino, 2003; Isobe, Makino & Montgomery,
2000), decisions of entry mode (Chang & Rosenzweig, 2001), as well as location choices (Chang & Park, 2005;
Henisz & Delios, 2001; Hennart & Park, 1994), time has already been taken into consideration in studies, and
the emphasis was mostly on the discussion of initial entry.
However, the speed of post-entry expansion, in terms of the time span between a firm’s first entry and
subsequent entries in an international market, has attracted little attention in research. Over time, the strategies of
post-entry expansion might change and in turn affect how firms rebuild their competitiveness and take advantage
of available opportunities in the host countries. To explore the speed of post-entry expansion can not only enrich
our knowledge of the strategic arrangements of a firm in a specific international market, but also trace the
evolutionary path and the heterogeneity among firms within the same industrial sector. This challenge is beyond
the issue of initial entry and serves as the center of this paper.
Other research streams, found in economics and strategic management literatures, have produced abundant
studies on the antecedents of market entries and the influences on performance. The traditional static analysis of
competition in industrial organizational economics (Bain, J. S., 1956) has turned to dynamic analysis in the
current competitive environment (Chen, 1996; Chen & MacMillan, 1992; Chen et al., 1992; D’Aveni, 1994;
Gimeno & Woo, 1996; Tirole, 1988). The interdependence among firms results in the consideration of rivals’
actions when a firm acts.
A number of researchers note the sequential expansion drawing on an evolutionary point of view (Chang, 1995;
Chang et al., 2005; Chang et al., 2001; Guillen, 2003). Several authors also highlighted the dynamics of
international expansion, such as Acedo and Jones (2007), Morgan-Thomas and Jones (2009), Musteen, Francis,
and Datta (2010), and Prashantham and Young (2011). However, in international expansion strategies, such as
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knowledge accumulation and capability building through sequential investment activities, the investigation on
the speed of post-entry expansion rarely caught the attention of researchers.
Hence, this study explores the antecedents of the speed of post-entry expansion in a host country. What factors
determine the speed of post-entry foreign expansion of multinational corporations? How faster or how slower
may a firm choose to entry a focal market? Drawing on competitive dynamics and learning theory, this paper
analyzes the influence of competitive conditions and firm-experience factors on the speed of post-entry
expansion. The study examines longitudinal data of 94 Taiwanese firms in eight sectors of electronic industry
with 190 entries in China between 1991 and 2004. The result shows that competition among firms,
country-specific experience, and general international business experience all affect the speed of post-entry
foreign market expansion.
This paper is organized as follows. The first section reviews the existing literatures and develops hypotheses
based on the theories. In the second section, the data sources and methodology are described. The next section
shows the results, and conclusion and discussion are presented in the final section.
2. Theory and Hypotheses Development
2.1 Competitive Dynamics and Speed of Post-entry Foreign Expansion
From classical economics to industrial organizational economics, the interdependences among competitors and
the consequences of interactions have captured the interest of researchers. In this stream of research, the scholars
from Harvard school such as Bain, Mason, and the following significant researchers, Cave and Porter, all
emphasize the relationship among structure-conduct-performance (Bain, 1956; Caves & Porter, 1977; Mason,
1957). They propose that firms’ behavior is influenced by industrial structure, and firms’ behavior would change
the original structure and relative positions within firms.
The static competition among firms in classical economics, on the other hand, turns to dynamic competition
analysis through techniques of game theory and action/response dyad in contemporary strategic management
research (Saloner, 1991; Schmalensee, 1988; Chen & Miller, 1994). This stream of research focuses on the
analysis of the action and counter-action among rivals and investigates the antecedents of such interdependence,
the attributes of rivals and counter-rivals, and the effects on strategic choices and performance (Chen, 1996;
Chen & MacMillan, 1992; Chen et al., 1992; Smith, Grimm, Gannon & Chen, 1991). The analysis among rivals
in the dynamic environment is centered on strategic and tactic actions which contains pricing strategies, new
product offering, mergers and acquisitions, market entry, etc. (D’Aveni, 1994; Smith et al., 1991).
Chen (1996) proposes that the firms recognize and perceive the interdependence with each other as resulting
from the market commonality and resources similarity. Over time, the interdependence makes the actions of
these firms follow a similar pattern, and thus the rivals in an industry or categorized sector seem to engage in
collective sense-making (Porac & Rosa, 1996).
In the international business literature, firms often make foreign expansions as a result of seeking resources,
markets, efficiency, or strategic assets (Dunning, 1993). Efficiency and market seeking are the main drivers of
competition because the two factors directly influence firms’ value (market) and cost (efficiency), and they
determine firms’ profit indirectly.
On the one hand, based on the approach of efficiency seeking, firms make international expansion in a specific
country, which implies there are relatively low-wage labors or low-price materials. The firms with foreign
expansions in a specific country often obtain comparative advantages, while those without entries or with few
entries would face relative disadvantages. Consequently, once the firms perceive the number of subsidiaries
established in the specific host country by other firms in the same industry increase, they would probably make
faster post-entry expansion in order to catch up with their rivals and to sustain their own competitiveness.
On the other hand, preemption is one of the main strategies that firms act for expanding their market domain.
Firms set up more subsidiaries to enlarge their capacity and resources in order to discover new market
opportunities in the host country. For this reason, when a firm observes more and more firms in the same
industry have established subsidiaries in a host country, it is likely to quickly reinvest in the same country for
acquiring the market opportunities. Furthermore, the quick reinvestment could avoid gaining from preemption by
other firms. Hence, the study hypothesizes as below:
Hypothesis 1: The more firms in the same industry make entries in the host country, the faster a focal firm
reinvests in that country.
2.2 Experience, Capability Building, and Speed of Post-entry Foreign Expansion
Organizational learning is routines-based, history-dependent, and target-oriented (Levitt & March, 1988).
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Organizational routines are repeatedly invoked and socially constructed programs of action that embody the
knowledge, capabilities, belief, values, and memory of the organization and its decision makers (Nelson &
Winter, 1982). Choice and actions encoded in routines are more likely to be attended to and accepted by
organizational members and decision makers.
Learning research includes using dichotomous typologies such as lower-level learning versus higher-level
learning (Fiol & Lyles, 1985), double-loop learning versus single-loop learning (Argyris & Schon, 1978), and
exploitation learning versus conceptual learning (Kim, 1993). To understand more complete organizational
learning, Huber (1991) elaborates on four constructs: knowledge acquisition, information distribution,
information interpretation, and organizational memory, linked to organizational learning. According to the
behavior perspective, an entity learns through its processing of information, and may make potential behavior
changed (Huber, 1991). The highlight of organizational learning is about how the information and knowledge
transform and share within a firm, and how the behavior change.
Experience of multinational corporations in the strategic decision-making has been noted by a number of
international business researchers. Both country specific experience in a particular host country and general
international experience which obtained by global operations could impact the strategic choices on MNCs
(Padmanabhan & Cho, 1999). Learning through direct experience makes the accumulated experience stored in
organizational memory, and promotes local search with organizations (Levitt et al., 1988).
Learning by doing is to measure changes in productivity or the rewards to productivity which accrue from
experience (Foster & Rosenzweig, 1995). The learning curve literature in economics points out advantages in
accumulating experience and know-how. The increasing cumulative production makes the cost per unit decline.
As the firms get more experienced at a particular task, they usually become more efficient at them. Chang (1995)
has noted that intrinsic disadvantages in a foreign country may substantially diminish due to their capability
improvement through accumulating knowledge. The operating experience in a specific host country accumulates
firms’ knowledge regarding the economic and political environment, market size, and competition conditions in
that market and thus helps firms easily acquire the operation skills from existing routines when they decide to
make subsequent investments. The exploration decreases the search cost and makes faster post-entry expansion
possible.
A few researchers in international business have pointed out that foreign direct investment ought to be a
sequential process (Kogut, 1983; Kogut & Kulatilaka, 1994). Multinational corporations’ initial investments
provide outposts from which to learn about the environment (Shaver, Mitchell & Yeung, 1997). Thus, the initial
investment can be regarded as options for making appropriate expansion in a local environment. Some empirical
findings also show that great host-country experience promotes firms to develop multinational expansion
capabilities by reducing the liabilities of foreignness in the host market (Chang, 1995; Chang et al., 2001; Kogut,
1983).
Previous studies investigate host-country experience and international expansion experience through sequential
investments and their impact on the strategies of subsequence of foreign expansions such as choice of entry
mode or ownership structure (Padmanabhan et al., 1999). This study posits that the time span of post-entry
expansion will be shorter when firms have more host country experience according to the reasoning above. Once
it is assured of the market potential from previous experiences in the host country and it decides to make further
investment, entry will occur faster. In addition, the firms may also acquire operating knowledge in multiple
countries. The firms with international experience can generate leverage knowledge acquired in different
countries and develop a set of best practices based on their collective learning. Once the firms decide to enter a
host country, the cumulative international business experience would reduce the time needed for subsidiary
establishment, and therefore make subsequent entries faster. For these reasons, this paper hypothesizes as
follows:
Hypothesis 2: The more host country experience a focal firm has, the faster the focal firm reinvests in that
country.
Hypothesis 3: The more international experience a focal firm has, the faster the focal firm reinvests in that
country.
3. Methods
3.1 Sample and Data Sources
To test the hypotheses, the study examines foreign investment decisions made by Taiwanese electronic
manufacturers that invest in China. There are several sectors in the electronic industry. The sectors are classified
by the Taiwan Economic Journal (TEJ) database according to product attributes. The firms in the same sector
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have similar products and customers and face the same technological and competitive environment that defines
them within the same sector as the reference group. Taiwanese firms in the electronic industry possess the
greatest market shares in the world. For example, the worldwide market shares of motherboard and notebook PC
are 98.4% and 82.5% separately in 2005. Thus it is reasonable to infer that global competition is not essential for
Taiwanese electronic firms and the reference group could be restricted to the domestic country.
The sample of this study contains information on the electronic firms in the first section of the Taiwan stock
market. The firm-specific information was obtained from the TEJ database, which includes finance information
of firms in the stock market. However, some categories and firms were not allowed by the Taiwanese
government to invest in China, such as the semiconductor and telecommunication firms, and thus these firms
were excluded.
The data on Taiwanese firms’ investment in China were obtained from the Investment Commission. The data
include parent companies, subsidiaries, locations, and the dates when the investments obtained authorization. In
order to investigate the speed of post-entry foreign expansion in a given country, the dataset is limited to firms
that had at least two entries in China from 1991 to 2004. Finally the sample of firms included 94 Taiwan
electronic manufacturers in eight sectors, and these firms totally made 190 entries to China during the study
period. The data included 94 firms over 1991-2004, allowing the use of longitudinal data analysis techniques.
The results of the Hausman specification test suggested that a fixed-effect model was appropriate.
3.2 Variables and Measurements
3.2.1 Dependent Variable
Speed of Expansion. I coded a variable that measures the time span between two consecutive entries made by a
firm. The higher the value is, the slower the speed of post-entry expansion is.
3.2.2 Independent Variables
The Number of Prior Entrants. The number of prior entrants was calculated as the proportion of firms in the
same sector that had previously established a subsidiary in China. This variable was measured at time t-1 of the
investment.
Country-specific Experience. Scandinavian school (Johanson & Wiedersheim-Paul, 1975; Johanson & Vahlne,
1977) argues that the most important obstacle to internationalization is the lack of knowledge and resources.
When firms accumulate their own experience and enhance their knowledge about that country, firms will engage
in a higher level of investment activities. In addition, Hennart and Park (1994) found significant support for the
experience effect on Japanese firms investing in the United States. In Kogut and Chang’s (1996) study, they
found that the firms with numerous investments were more likely to invest subsequently. The focal firm’s
experience was operationalized as the log of the number of subsidiary years of the host country experience at the
time of t-1 of investment. Prior to logging the experience variable, one year was added to the sum of the
subsidiary years to avoid the indeterminacy of logging zero experience.
General International Business Experience. General international business experience was measured as the
logarithm of the cumulative years since a focal firm established its first subsidiary internationally aside from
China at the time of t-1 of investment. One year was added to the sum of years to avoid the indeterminacy of
logging zero experience prior to logging the international experience variable.
3.2.3 Control Variables
Sales. Sales were used as control for firm size and overall access to resources (Gimeno, Hoskisson, Beal & Wan,
2005). Empirical evidence also shows that larger Japanese semiconductor firms are more likely to engage in
investment activities (Kimura, 1989). The firm size was measured by the log of net sales at time t-1 of the
investment.
Return on Assets. Performance may encourage firms for international expansion and foreign investments.
Besides, a high return on assets might also reflect the presence of valuable intangible assets in technology or
organizational routines. As such, assets might induce firms to invest abroad to exploit these assets (Hennart,
1982). Return on assets was measured at time t-1 of the investment in order to reflect the financial performance
at the firm level.
R&D Intensity. Technology and marketing know-how are intangible resources which could induce foreign direct
investments, not only to generate monopolistic advantages but also to create needs for internalization (Buckley
& Casson, 1976; Hennart, 1982; Hennart et al., 1994). Hennart and Park (1994) also showed that the larger a
Japanese firm’s R&D expenditures are, the greater the probability it would manufacture in the United States. The
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measure was calculated by the Research and Development (R&D) expenditures divided by the total sales at time
t-1 of the investment.
Advertising Intensity. The scholars of the internalization theory argue that firms with intermediate products such
as R&D knowledge, product-related and market-related information tend to engage in internalization activities
(Buckley et al., 1976). Hence, advertising intensity, like R&D intensity, should encourage firms to engage in
foreign investment activities. The measure was calculated by the advertising expenditures divided by the total
sales at time t-1 of the investment.
Table 1 presents the descriptive statistics and the Pearson’s correlation coefficients between pairs of explanatory
variables. In Table 1, there shows some significant correlations among these variables. To check for the presence
of multicollinearity, this paper employs the method of variance inflation factor (VIF). None of the VIF values
among the independent variables exceeds 10, so the potential problem associated with multicollinearity can be
ruled out (Neter, Kutner & Nachtsheim, 1996).
Table 1. Descriptive Statistics and Pearson Correlations
1.
2.
3.
4.
5.
6.
7.
8.

Variable
Speed of Expansion
Net Salesa
Return on Assets
R&D Intensity
Advertising Intensity
Proportion of Previous Entry
Country-specific Experiencea
General International Experiencea
a

Mean
2.274
6.800
12.240
0.030
0.002
0.515
0.832
0.701

s.d.
1.739
0.644
8.207
0.027
0.003
0.236
0.362
0.453

N
190
190
190
188
187
190
190
190

1

2

-0.10
-0.18*
0.08
-0.08
-0.04
0.20*
0.09

-0.23*
-0.32*
-0.13
0.16*
0.29*
0.20*

3

0.06
0.09
-0.16*
-0.23*
-0.20*

4

0.44*
-0.16*
0.01
-0.02

5

6

7

-0.29*
-0.07
-0.22*

0.26*
0.23*

0.18*

*

Note: Logarithm; p < .05.

4. Results
The results of the fixed effect model are shown in Table 2. The table includes control variables and hypothesized
variables.
Table 2. Fixed Effect Model in Speed of Post-entry Expansiona
Variable
Net Salesb
Return on Assets
R&D Intensity
Advertising Intensity

Model 1
-0.035
(0.71)
-0.008
(0.03)
-5.933
(18.08)
-120.784
(94.38)

Proportion of Previous Entry
Country-specific Experienceb
General International Experienceb
Constant
N
F-test

3.049
(5.10)
187
0.56

Model 2
-0.356
(1.07)
-0.028
(0.03)
-21.016
(18.54)
-126.469
(89.26)
-5.780***
(1.67)
1.763+
(0.99)
5.239**
(1.99)
3.769
(6.77)
187
2.61*

Note: a Standard errors are in the parentheses. b Logarithm. + p < 0.1; * p < 0.05; ** p < 0.01; *** p < 0.001.

Model 1 contains only control variables. The control variables are used to relate to other factors, which may
encourage the firms’ foreign investments and accelerate the speed of post-entry expansion. Model 1 indicates
that large firms, the firms with high returns on assets, high R&D intensity and advertising intensity are more
likely to make post-entry expansion faster, but these influences do not reach statistical significance.
Hypothesized variables are included in Model 2. Hypothesis 1 predicts that the more firms in the same home
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country industry that make entries in the host country, the faster a focal firm will reinvest in that market. The
coefficient of proportion of prior entries is negative and significant (p< 0.001), so Hypothesis 1 is supported.
Hypothesis 2 posits that the more operating experience of a focal firm in the host country, the more likely for a
firm to make post-entry expansion faster. The results show that the coefficient of the firms’ own experience is
positive and significant (p<0.1) in Model 2, which is opposite to expectation. Therefore, Hypothesis 2 is not
supported.
Hypothesis 3 proposes that a focal firm may make faster post-entry expansion in a given country when a focal
firm has more general international operating experience. The coefficient of the firms’ international experience is
positive and significant (p<0.01), and is also opposite to expectation. The result therefore does not support
Hypothesis 3.
5. Discussion and Conclusion
This study aims to explore the influences of competition, country specific, and general international business
experience on the speed of post-entry foreign expansions. Drawing on competitive dynamics, organizational
learning, and international business theories, the study proposes that the firm may make faster subsequent entries
related to competition conditions, but cumulative experience in the host country and multiple international
markets may induce the firm to reinvest slower in the host country.
Hypothesis 1 predicts that the speed of subsequent investments in a host country is negatively related to the
number of firms in the same industry that have entered in the host country. The higher value of speed means
slower expansion. The findings strongly support this prediction and confirmed that the post-entry expansion is
determined by competition reactions. The perceived interdependence causes a firm’s quick response to rivals’
actions and makes faster subsequent entries. The result is consistent with the theories of economics and
competitive dynamics (Chen & MacMillan, 1992). Organizations generally respond to challenges in their market
by making competitive counterattacks (Chen et al., 1994). Awareness of mutual interdependence increases the
likelihood that a firm will respond to neutralize the effect of a rival’s moves and deter further attacks (Chen et al.,
1994). Moreover, the paper contributes to perspective of competitive dynamics because it opens the sight from
competitive interactions to the evolution of a focal firm’s foreign expansion due to interdependence of firms.
Hypotheses 2 and 3 investigate the influence of country-specific and general international business experience
on the speed of post-entry expansion respectively. The findings show that more country-specific and general
international business experience will slow down focal firm’s sequential entry in the host country. Although the
findings are opposite to expectation, the results inform further research. The internalization of knowledge and
capabilities will need a long time for incubation, rather than like external shock, such as competitive pressure,
needs to response immediately. Researcher in organizational learning theory has pointed out that organization is
an adaptive system and path dependence (Levitt & March, 1988). However, how fast will be an organization
change is absence in relative literature. This paper moves forward to a new viewpoint of organizational learning
and also contributes to this stream of research.
Besides, the risk taking attitude might influence the speed of subsequent entries in a given host country.
According to prospect theory (Kahneman & Tversky, 1979), firms with abundant experience in the host country
and international markets can be regarded as a gain condition relative to status quo. The loss aversion attitude
may discourage firms from faster subsequent entries. On the other hand, firms with deficient experience in the
markets face a loss condition relative to status quo. Thus the risk seeking managers are encouraged to make
faster entries in the post-entry expansion.
In summary, this study enhances the understanding of competitive dynamics, organizational learning, and
international expansion theories. Our findings strongly support the prediction of competition and expand its
empirical context onto post-entry expansion strategies.
Nonetheless, this study has several limitations. First, only the quantity of experience and not the quality of
experience was measured. The feedback from previous own-firm experience is an essential concept and is used
to select among alternatives in organizational learning (Levitt et al., 1988; March & Olsen, 1975). Second, this
study just focuses on foreign entry of the electronic firms in China. Future research could extend this model
across industries and compare the different investment behaviors among firms, thus making it possible to obtain
a more comprehensive understanding about international expansion behavior.
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